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The Suez Canal 


THE 1888 CONVENTION ON FREE SUEZ PASSAGE 


*Convention between Great Britain, Germany, Austria-Hungary, Spain, France, Italy, the Netherlands, Russia and Turkey, 
respecting the Free Navigation of the Suez Maritime Canal 


(Ratifications deposited at Constantinople, Dec. 22, 1888) 


In the Name of Almighty God 

Her Majesty the Queen of the United Kingdom of Great 
Britain and Ireland, Empress of India; His Majesty the Em- 
peror of Germany, King of Prussia; His Majesty the Emperor 
of Austria, King of Bohemia, &c., and Apostolic King of 
Hungary; His Majesty the King of Spain, and in his name 
the Queen Regent of the Kingdom; the President of the 
French Republic; His Majesty the King of Italy; His Majesty 
the King of the Netherlands, Grand Duke of Luxembourg, 
&c.; His Majesty the Emperor of All the Russias; and His 
Majesty the Emperor of the Ottomans; wishing to establish, 
by a Conventional Act, a definite system destined to guarantee 
at all times, and for all the Powers, the free use of the Suez 
Maritime Canal, and thus to complete the system under which 
the navigation of this Canal has been placed by the Firman 
| decree} of His Imperial Majesty the Sultan, dated the 22nd 
February, 1866 (2 Zilkadé, 1282), and sanctioning the Con- 
cessions of His Highness the Khedive, have named as their 
Plenipotentiaries, that is to say:— 

Her Majesty the Queen of the United Kingdom of Great 
Britain and Ireland, Empress of India, the Right Honorable 
Sir William Arthur White, her Ambassador Extraordinary 
and Plenipotentiary; 

His Majesty the Emperor of Germany, King of Prussia, M. 
Joseph de Radowitz, his Ambassador Extraordinary and Pleni- 
potentiary, 

His Majesty the Emperor of Austria, King of Bohemia, &c., 
and Apostolic King of Hungary, M. Henry, Baron de Calice, 
his Ambassador Extraordinary and Plenipotentiary; 

His Majesty the King of Spain, and in his name the Queen 


*Hertslet's Commercial Treaties, Vol. X VIII. 


Regent of the Kingdom, Don Miguel Florez y Garcia, his 
Charge d'Affaires; ; 

The President of the French Republic, M. Gustave Louis 
Lannes, Count de Montebello, Ambassador Extraordinary and 
Plenipotentiary of France; 

His Majesty the King of Italy, M. Albert, Baron Blanc, his 
Ambassador Extraordinary and Plenipotentiary; 

His Majesty the King of the Netherlands, Grand Duke of 
Luxembourg, &c., M. Gustave Keun, his Charge d’Affaires; 

His Majesty the Emperor of All the Russias, M. Alexandre 
de Nélidow, his Ambassador Extraordinary and Plenipoten- 
tiary; 

His Majesty the Emperor of the Ottomans, Mehemmed Said 
Pasha, his Minister for Foreign Affairs; 

Who, having communicated to each other their respective 
full powers, found in good and due form, agreed upon the 
following articles: 


ARTICLE I 


The Suez Maritime Canal shall always be free and open, 
in time of war as in time of peace, to every vessel of com- 
merce or of war, without distinction of flag. 

Consequently, the High Contracting Parties agree not in 
any way to interfere with the free use of the Canal, in time 
of war as in time of peace. 

The Canal shall never be subjected to the exercise of the 
right of blockade. 

ARTICLE II 


The High Contracting Parties, recognizing that the Fresh- 
Water Canal is indispensable to the Maritime Canal, take 
note of the engagements of His Highness the Khedive towards 
the Universal Suez Company as regards the Fresh-Water 
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SUEZ CONVENTION 


Canal; which engagements are stipulated in a Convention 
bearing date the 18th March, 1863, containing an exposé 
and four Articles. 

They undertake not to interfere in any way with the secur- 
ity of that Canal and its branches, the working of which shall 
not be exposed to any attempt at obstruction. 


ARTICLE III 
The High Contracting Parties likewise undertake to respect 
the plant, establishments, buildings, and works of the Maritime 
Canal and of the Fresh-Water Canal. 


ARTICLE IV 

The Maritime Canal remaining open in time of war as a 
free passage, even to the ships of war of belligerents, according 
to the terms of Article I of the present Treaty, the High Con- 
tracting Parties agree that no right of war, no act of hostility, 
nor any act having for its object to obstruct the free navigation 
of the Canal, shall be committed in the Canal and its ports of 
access, as well as within a radius of 3 marine miles from those 
ports, even though the Ottoman Empire should be one of the 
belligerent Powers. 

Vessels of war of belligerents shall not revictual or take 
in stores in the Canal and its ports of access, except in so far 
as may be strictly necessary. The transit of the aforesaid vessels 
through the Canal shall be effected with the least possible 
delay, in accordance with the Regulations in force, and without 
any other intermission than that resulting from the necessities 
of the service. 

Their stay at Port Said and in the roadstead of Suez shall 
not exceed twenty-four hours, except in case of distress. In 
such case they shall be bound to leave as soon as possible. An 
interval of twenty-four hours shall always elapse between the 
sailing of a belligerent ship from one of the ports of access 
and the departure of a ship belonging to the hostile Power. 


ARTICLE V 
In time of war belligerent Powers shall not disembark nor 
embark within the Canal and its ports of access either troops, 
munitions, or materials of war. But in case of an accidental 
hindrance in the Canal, men may be embarked or disem- 
barked at the ports of access by detachments not exceeding 
1,000 men, with a corresponding amount of war material. 


ARTICLE VI 
Prizes shall be subjected, in all respects, to the same rules 
as the vessels o. war of belligerents. 
ARTICLE VII 
The Powers shall not keep any vessel of war in the waters 
of the Canal (including Lake Timsah and the Bitter Lakes). 
Nevertheless, they may station vessels of war in the ports 
of access of Port Said and Suez, the number of which shall 
not exceed two for each Power. 
This right shall not be exercised by belligerents. 


’ ARTICLE VIII 

The Agents in Egypt of the Signatory Powers of the present 
Treaty shall be charged to watch over its execution. In case of 
any event threatening the security or the free passage of the 
Canal, they shall meet on the summons of three of their 
number under the presidency of their Doyen [senior member}, 
in order to proceed to the necessary verifications. They shall 
inform the Khedivial Government of the danger which they 
may have perceived, in order that that Government may take 
proper steps to insure the protection and the free use of the 
Canal. Under any circumstances, they shall meet once a year 
to take notice of the due execution of the Treaty. 

The last-mentioned meetings shall take place under the 
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presidency of a Special Commissioner nominated for that pur- 
pose by the Imperial Ottoman Government. A Commissioner 
of the Khedive may also take part in the meeting, and may 
preside over it in case of the absence of the Ottoman Com- 
missioner. 

They shall especially demand the suppression of any work 
or the dispersion of any assemblage on either bank of the 
canal, the object or effect of which might be to interfere with 
the liberty and the entire security of the navigation. 


ARTICLE IX 


The Egyptian Government shall, within the limits of its 
powers resulting from the Firmans, and under the conditions 
provided for in the present Treaty, take the necessary meas- 
ures for insuring the execution of the said Treaty. 

In case the Egyptian Government should not have sufficient 
means at its disposal, it shall call upon the Imperial Ottoman 
Government, which shall take the necessary measures to re- 
spond to such appeal; shall give notice thereof to the Signatory 
Powers of the Declaration of London of the 17th March, 
1885; and shall, if necessary, concert with them on the 
subject. 

The provisions of Articles IV, V, VII and VIII shall not 
interfere with the measures which shall be taken in virtue of 
the present Article. 

ARTICLE X 

Similarly, the provisions of Articles IV, V, VII and VIII 
shall now interfere with the measures which His Majesty the 
Sultan and His Highness the Khedive, in the name of His 
Imperial Majesty, and within the limits of the Firmans 
granted, might find it necessary to take for securing by their 
own forces the defense of Egypt and the maintenance of public 
order. 

In case His Imperial Majesty the Sultan, or His Highness 
the Khedive, should find it necessary to avail themselves of 
the exceptions for which this Article provides, the Signatory 
Powers of the Declaration of London shall be notified thereof 
by the Imperial Ottoman Government. 

It is likewise understood that the provisions of the four 
Articles aforesaid shall in no case occasion any obstacle to 
the measures which the Imperial Ottoman Government may 
think it necessary to take in order to insure by its own forces 
the defense of its other possessions situated on the eastern 
coast of the Red Sea. 


ARTICLE XI 


The measures which shall be taken in the cases provided for 
by Articles IX and X of the present Treaty shall not interfere 
with the free use of the Canal. In the same cases, the erection 
of permanent fortifications contrary to the provisions of 
Article VIII is prohibited. 

ARTICLE XII 

The High Contracting Parties, by application of the prin- 
ciple of equality as regards the free use of the Canal, a prin- 
ciple which forms one of the bases of the present Treaty, 
agree that none of them shall endeavor to obtain with respect 
to the Canal territorial or commercial advantages or privileges 
in any international arrangements which may be concluded 
Moreover, the rights of Turkey as the territorial Power are 
reserved. 

ARTICLE XIII 

With the exception of the obligations expressly provided 
by the clauses of the present Treaty, the sovereign rights of 
His Imperial Majesty the Sultan, and the rights and immuni- 
ties of His Highness the Khedive, resulting from the Firmans, 
are in no way affected. 
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ARTICLE XIV 
The High Contracting Parties agree that the engagements 
resulting from the present Treaty shall not be limited by the 
duration of the Acts of Concession of the Universal Suez Canal 
Company. 
ARTICLE XV 
The stipulations of the present Treaty shall not interfere 
with the sanitary measures in force in Egypt. 
ARTICLE XVI 
The High Contracting Parties undertake to bring the pres- 
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ent Treaty to the knowledge of the States which have not 
signed it, inviting them to accede to it. 


ARTICLE XVII 

The present Treaty shall be ratified, and the ratifications 
shall be exchanged at Constantinople, within the space of 
one month, or sooner if possible. 

In faith of which the respective Plenipotentiaries have 
signed the present Treaty, and have affixed to it the seal of 
their arms. 

Done at Constantinople, the 29th day of the month of 
October, in the year 1888. 


The Suez Canal 
THE UNITED STATES VIEW OF ASSOCIATION PROPOSAL 
By JOHN FOSTER DULLES, Secretary of State, United States 


Deliered at the Suez Conference, London, England, September 19, 1956 


that the Suez Canal problem could be settled. Eighteen 

of us had come to an agreement. We represented 
nations of Europe, Asia, Africa, Australia and America. Our 
shipping constituted over 90 per cent of all the Suez Canal 
shipping. 

Among us were those whose patterns of trade showed 
differing yet important dependence on the canal. 

Itc was no small achievement that out of that diversity 
agreement was reached. That was possible only because there 
prevailed among us a spirit of conciliation and of urgency, 
born out of the gravity of the situation with which the 
Government of Egypt had confronted us. 

What we agreed upon was a program to assure permanently 
an efficient and dependable operation, maintenance and de- 
velopment of the Suez Canal in accordance with the Treaty 
of 1888. 

That program was scrupulously respectful of the sovereignty 
of Egypt. 

However, as our committee of five has just reported to us, 
the Government of Egypt unqualifiedly refused to consider 
our proposal as a basis of negotiation. It made no counter 
proposal 

This attitude of Egypt has created a new and difficult 
situation. 

Exercising the restraint enjoined by the Charter of the 
United Nations, we continued to seek by peaceful means a 
solution of this difficult problem. Certain things are, I think, 
clear. 

1. The Convention of 1888 gives our vessels the right at 
all times to pass through the Suez Maritime Canal as a free 
and open waterway. 

2. Those rights are jeopardized by the action of the 
Egyptian Government in preventing the Universal Suez Canal 
Company from exercising its agreed functions and in Egypt 
itself usurping all of those functions. 

It is true that although the Egyptian Government has 
unilaterally terminated the concession of the Universal Suez 
Canal Company, which was part of the system referred to and 
established by the Convention of 1888, it says that it will 
nevertheless live up to the convention itself and assure a fair 
and equal operation of the canal. 

But the testing issue is whether the Government of Egypt 
accepts that the parties to, and beneficiaries of, the Convention 
of 1888 may in fact have the facilities needed to assure them 
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in the exercise of their rights. If the Government of Egypt 
insists that ships’ masters be in the position of suppliants 
who can never pass through the canal except under such condi- 
tions as the Government of Egypt may from time to time 
impose, then there is no guarantee of free and secure passage 
such as the Convention of 1888 prescribes. 

I know that the Government of Egypt has argued that it 
can always, by the use of force, interrupt traffic through the 
Suez Canal and that therefore transit must depend on Egypt's 
good faith and goodwill. But there are many sanctions against 
open and forcible interruption of free passage. The same is 
not true if any one government dominates and controls all 
phases of operation. The operation of the Suez Canal is a 
highly complicated, intricate affair. 

It offers infinite possibilities of covert violation and the 
practice, in obscurity, of preferences and discriminations. Lack 
of efficiency can be a grave hazard. It is against risks of this 
kind that the users can, and I believe should, protect them- 
selves in the exercise of their rights under the 1888 treaty. 
The economic well-being of many nations and peoples is at 
stake, and there are no adequate sanctions against the dangers 
I describe. 

3. The third point I would make is this: When vital 
dangers are threatened, it is natural and elemental to join to 
meet the common danger. 

The Government of Egypt has warned us not to join to- 
gether in association. It is natural it should prefer the canal 
users to be unorganized and divided. I recall that in its 
memorandum of Sept. 10, 1956, to the Secretary General 
of the United Nations and to many Governments, the Egyptian 
Government seeks the creation of a negotiating body that will 
reflect “different views.” But for those endangered to come 
together and to harmonize their views is an elemental right 
not to be foregone. 

What is it that we seek? It is nothing hostile to or prejudi- 
cial to Egypt. 

Let me outline briefly the proposal for association as it is 
understood by the Government of the United States. 


(1) 

It means first of all that we should continue our present 
association. This is not for the purpose of enabling any one 
or more of us to impose our views upon any of our associates. 
The only basis for association is such a common will as we 
may freely achieve. Nor is it our purpose to coerce Egypt. 
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GAMAL ABDEL NASSER 


It is merely that the necessities of the situation make continu- 
ing association useful for ourselves and for all who depend 
on the canal. Also, such association will be in the interest of 
Egypt whenever she is willing constructively to seek a solution 
with those who are chiefly concerned. Also, it is in the interest 
of world peace that we stand together. 


(2) 
We would, I suppose, continue to accept, as a basis for the 
negotiation of a permanent solution, our joint statement of 
Aug. 23, 1956. 


(3) 

We would, I suggest, find it useful to have a small operating 
staff which would be ready to assist our ships, and the ships 
that serve our countries, in operating through the canal. We 
need not, I think, exclude the possibility of finding, on a 
professional, de facto practical operating basis, a measure of 
cooperation with the Egyptian canal authorities, even though 
Egypt may not at the present time be willing to agree upon 
a permanent arrangement to be embodied in treaty form. 

Such a staff might, I suggest, be under an administrative 
agent, knowledgeable in shipping matters, who would act as 
desired on behalf of the ships of the members; he could retain 
and make available experienced pilots; he could assist the ships 
of members in arranging their orderly participation in the 
pattern of traffic through the canal; he could help coordinate 
routes through or around the canal, if the latter proves neces- 
sary; he could be authorized to act as the agent of the ship 
owners and collect and pay out such sums of money as are 
appropriate in connection with the maintenance of, and transit 
through the canal and the performance of his other duties. 


(4) 

It would, I think, be useful if our association had a small 
governing board chosen from among our members who would 
be able to keep us informed with respect to developments, call 
us together whenever there was occasion and appoint the ad- 
ministrative agent and fix his authority and the principles 
which would govern and control his action on behalf of the 
association. 

It is, I suppose, inevitable that those interested in the move- 
ment of passengers and freight between the East and the West 
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and in the production of oil and other goods for such transit 
should now be thinking in terms of long-term alternatives to 
the Suez Canal. There is much talk at the present time about 
larger tankers which could go around the Cape of Good Hope 
with greater economy than smaller tankers passing through the 
canal. There is talk of new pipe lines. I would hope that the 
governing board of the users’ association would keep in touch 
with all these projects and keep all of the members informed 
of any serious developments which would materially affect our 
economic lives. 
(5) 

It would, I think, be useful if the association had a modest 
working fund to be advanced initially by the members and 
reimbursed out of sums hereafter received from memberships 
for services rendered. 


(6) 

Membership in the association would not involve the as- 
sumption by any member of any obligation. It would, however, 
be hoped that members of the association would voluntarily 
take such action with respect to their ships and the payment 
of canal dues as would facilitate the work of the association 
and build up its prestige and authority, and consequently its 
ability to serve. 

Such, in broad outline, could be the association that we 
organize. The extent of its practical utility will, of course, 
depend much, though not wholly, upon Egypt's attitude. But 
our readiness to cooperate with Egypt om a practical basis 
serves again to demonstrate our desire to leave no reasonable 
step untried in the search for a solution of the grave problem 
that confronts us and indeed the world. 

Our readiness to cooperate with Egypt on a de facto pro- 
visional basis may also suggest a provisional solution which 
the United Nations might find it useful to invoke while the 
search for a permanent solution goes on. It has, I know, been 
the thinking of many of us that if the principal parties to the 
Suez dispute are unable to find a solution by means of their 
own choosing, that the offices of the United Nations should 
be availed of. 

The United States believes that action along the lines sug- 
gested will helpfully increase the possibilities of a peaceful 
and constructive solution. 


The Suez Canal 


EGYPT’S POLICY 
By GAMAL ABDEL NASSER, President of Egypt 
Delwered at Air Force Graduation, Bilbeis, Egypt, September 15, 1956 


N these decisive days in the history of mankind, these days 
in which truth struggles to have itself recognized in inter- 
national chaos where powers of evil domination and im- 

perialism have prevailed Egypt stands firmly to preserve her 
sovereignty. Your country stands solidly and stanchly to pre- 
serve her dignity against imperialistic schemes of a number of 
nations who have uncovered their desires for domination and 
supremacy. 

In these days and in such circumstances Egypt has resolved 
to show the world that when small nations decide to preserve 
their sovereignty, they will do thar all right and that when 
these small nations are fully determined to defend their rights 
and maintain their dignity, they will undoubtedly succeed in 
achieving their ends. 

We are now hearing saber-rattling in Britain and France, 
those big powers which aim at derogating Egypt from sov- 


ereignty. I declare in the name of the Egyptian people who 
have smashed the fetters of foreign domination, aggression 
and feudalism that we are fully determined to defend our 
sovereign rights and preserve our dignity. 

Conspiracies and threats attempted by the big powers will 
never intimidate us. We believe in our sovereign rights and 
we shall never allow imperialists to derogate them from us. 
These are objectives which we have proclaimed since the in- 
ception of the revolution. We shall never falter or be terrified 
by threats. We stick firmly to these principles and objectives 
and we shall defend them to the last drop of our blood. 

I am speaking in the name of every Egyptian Arab and in 
the name of all free countries and of all those who believe in 
liberty and are ready to defend it. I am speaking in the name 
of principles proclaimed by these countries in the Atlantic 
Charter. But they are now violating these principles and it 
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has become our lot to shoulder the responsibility of reafirming 
and establishing them anew. 

Now that we have effected complete evacuation of the 
British forces and purged Egyptian soil of the vestiges of 
foreign domination, it is our divine duty to defend our free 
and independent country against the conspiracies and vile 
desires of the imperialists. 

Today we have practiced one of our sovereign rights and 
seen attempts made to derogate from our sovereignty. 

Selwyn Lloyd declared at the London conference that we 
are living in an age in which a sovereign country may sur- 
render some of her rights. But I believe this can be done only 
by countries practicing their sovereignty as well as that of 
other countries. A country that wishes to be really free and 
independent and that will not infringe on the sovereignty 
of others will practice its sovereign rights by itself and will 
never transcend them. 

Egypt 1s now a sovereign country which will never trans- 
gress against other countries and she is fully determined never 
to allow others to infringe on her sovereignty. On Aug. 2, 
Britain, the United States and France called for a conference 
which they labeled a conference on internationalization of the 
Suez Canal. 

They alleged Egypt could derive no benefits from the canal. 
Previously they denied us loans and financial aid necessary for 
the High Dam project and they seemed bent on depriving 
Egypt of benefits she could derive from the canal to raise the 
standard of living of her people. The British Premier declared, 
“all our trouble is with Gamal Abdel Nasser,” for naturally 
Eden is not interested in seeing a glorious and powerful army 
in Egypt. 

What does all this amount to? They are determined to 
frustrate Egyptian attempts at progress and industrialization. 
Economic pressure has been applied against Egypt to stifle the 
progress of her people and reduce them to submission. But 
I am fully aware we shall never submit to pressure or threats 
and that we can rely on our own resources and efforts. 

Then came the London conference to which certain states 
were invited and where a number of resolutions were laid 
down with the concurrence of some of the states invited. This 
was followed by a visit to Egypt of the five-power commission 
headed by [Robert Gordon] Menzies [Prime Minister of 
Australia] who declared he had come to reach an understand- 
ing with Egypt—an understanding under the threat of aggres- 
sion and use of force. 

We have tried by all possible means to cooperate with those 
countries which claim to assist smaller nations and which 
promised to collaborate with us but they demanded their fees 
in advance. This we refused so they started to fight with us. 
They said they will pay toward building the High Dam and 
then they withdrew their offer and cast doubts on the Egyptian 
economy. Are we to disclaim our sovereign right? Egypt insists 
her sovereignty must remain intact and refuses to give up any 
part of that sovereignty for the sake of money. 

Egypt nationalized the Egyptian Suez Canal company. When 
Egypt granted the concession to de Lesseps it was stated in 
the concession between the Egyptian Government and the 
Egyptian company that the company of the Suez Canal is an 
Egyptian company subject to Egyptian authority. Egypt na- 
tionalized this Egyptian company and declared freedom of 
navigation will be preserved. 

But the imperialists became angry. Britain and France said 
Egypt grabbed the Suez Canal as if it were part of France or 
Britain. The British Foreign Secretary forgot that only two 
years ago he signed an agreement stating the Suez Canal is an 
integral part of Egypt. 

Egypt declared she was ready to negotiate. But as soon as 
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negotiations began threats and intimidations started. 

Yesterday many ships arrived and for the first time in years 
fifty ships were piloted through the canal. The canal authority 
has today seventy Egyptian pilots. These Egyptian and Greek 
pilots who refused bribery and temptation worked day and 
night and were able to maintain navigation in the canal. As 
I speak to you now the canal, thanks to Egyptian and Greek 
pilots, is still open. We have succeeded in foiling a conspiracy 
of Britain, France and the pilots and we have proved to the 
world when a nation wants to preserve its freedom, it will be 
free. 

Today in the name of the Egyptian people, in the name of 
each one of you, I honor those men by granting them the 
Egyptian Order of Merit. 

Today we have won a battle of conspiracy and treachery. 
Today conspirators in moral and international anarchy have 
been defeated. Today as we win this battle through persever- 
ance and will power we go forward to attain victories in other 
fields. Today we must defeat forces that are trying to mislead 
world public opinion. 

Great powers are struck with the fever of greed. but we 
will nevertheless preserve our rights. 

Eden stated in the House of Commons there shall be no 
discrimination between states using the canal. We on our part 
reaffirm that and declare there is no discrimination between 
canal users. He also said Egypt shall not be allowed to succeed 
because that would spell success for Arab nationalism and 
would be against their policy, which aims at the protection of 
Israel. 

Today they are speaking of a new association whose main 
objective would be to rob Egypt of the canal and deprive her 
of rightful canal dues. Suggestions made by Eden in the House 
of Commons which have been backed by France and the 
United States are a clear violation of the 1888 convention, 
since it is impossible to have two bodies organizing naviga- 
tion in the canal. 

It is equally impossible for the proposed organization to 
remain abroad and continue to collect dues. If this were per- 
missible we for our part would form an organization for users 
of the port of London—a situation which would spell inter- 
national anarchy and the end of international law and relations. 

We instructed our Ambassador to Washington to tell Amer- 
ica’s Foreign Secretary that America is helping Britain excite 
people in Egypt and engage them in a new war. The American 
President has been speaking of maintaining peace, so why does 
America support this proposal for the formation of an associa- 
tion which they call an association for users of the canal but 
which is in truth one for declaring war? 

If the big powers are using threats to derogate from our 
independence we will have them know we happen to believe 
in this independence and that what we have done is purely 
within our sovereign rights. What users of the canal have a 
right to is free passage through the canal and this we guarantee. 

They are threatening to use force against us. But we are 
fully determined never to surrender any of our rights. We 
shall resist any aggression and fight against those who attempt 
to derogate from our sovereignty. 

By stating that by succeeding Abdel Nasser would weaken 
Britain’s stand against Arab nationalism, Eden is in fact ad- 
mitting his real objective is not Abdel Nasser as such but 
rather to defeat Arab nationalism and crush its cause. Eden 
speaks and finds his own answer. A month ago he let out the 
cry that he was after Abdel Nasser. Today the Egyptian people 
are fully conscious of their sovereign rights and Arab nation- 
alism is fully awakened to its new destiny. 

Then they claim they wish to apply such and such clauses 
of the 1888 convention. But Egypt has been executing pro- 
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visions of the 1888 convention throughout past years till the 
present day. Between 1888 and 1956 ships have been sailing 
through the canal and paying dues to a body responsible for 
its administration. Ships had always abided by measures and 
regulations imposed by the canal company. 

Of 8,000,000 Algerians, 10,000 are fighting half a million 
French soldiers. We have arms sufficient to equip those who 
can fight. We shall fight aggressors. 

Those who attack Egypt will never leave Egypt alive. We 
shall fight a regular war, a total war, a guerrilla war. Those 
who attack Egypt will soon realize they brought disaster upon 
themselves. He who attacks Egypt attacks the whole Arab 
world. They say in their papers the whole thing will be over in 
forty-eight hours. They do not know how strong we really are. 

We believe in international law. But we will never sub- 
mit. We shall show the world how a small country can stand in 
the face of great powers threatering with armed might. Egypt 
might be a small power but she is great inasmuch as she has 
faith in her power and convictions. I feel quite certain every 
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Egyptian shares the same convictions as I do and believes in 
everything I am stressing now. 

We shall defend our freedom and independence to the last 
drop of our blood. This is the stanch feeling of every Egyptian. 
The whole Arab nation will stand by us in our common fight 
against aggression and domination. Free peoples, too, people 
who are really free will stand by us and support us against the 
forces of tyranny. 

Today we are victorious while we are serving every nation 
of the world. We are serving countries like India and Indo- 
nesia and we are victorious while we contribute toward world 
prosperity and development of world trade. 

This we have achieved by the efforts of Egyptian citizens 
who are working day and night so navigation in the canal 
will go on uninterrupted and even better than it ew was 
before. 

Today we are going forward armed with our belief in God, 
with our patriotism and with our self-confidence to attain for 
Egypt its dignity, freedom and honor. 


The Suez Canal 


THE USERS’ ASSOCIATION 


By SIR ANTHONY EDEN, Prime Minister of Great Britam 


Delivered in a debate in the House of Commons, London, England, September 12, 1956 


HE debate which took place at the beginning of August 

revealed, I think it will be agreed, a remarkable measure 

of unanimity of opinion in this House and in the coun- 
try. There was, I think, general agreement that the measures 
which the Government had taken in dealing with the crisis 
up till then had been wise and had been rimely. There was 
also a general agreement that Colonel Nasser’s arbitrary 
action in seizing operational control of the canal could not 
be allowed to prevail. There was wide acceptance of the 
proposition that to prevent any interference with the free 
use of the canal and to maintain the efficiency of its operation 
the canal should be placed under an international system 
designed to secure the rights of all users. There was also 
acceptance of the view that the precautionary military meas- 
ures taken by the Government had been justified. (Honorable 
Members: “No”) I am talking about our August meeting. 
The Leader of the Opposition himself said that any Govern- 
ment would have had to take them. Other speakers including 
the Leader of the Opposition and the Right Honorable Mem- 
ber for Lewisham South (Mr. H. Morrison) agreed that 
circumstances might arise which would necessitate the use 
of force. 

Nothing which the Government have done since that debate 
took place has in any way changed the policy which my Right 
Honorable Friend the Foreign Secretary and I described in our 
speeches on that occasion. On the contrary the Government 
have done and are doing everything in their power to obtain 
a peaceful settlement which takes account of Egypt's legiti- 
mate interests and which adequately safeguards as it must the 
interests of the many nations vitally concerned in the canal. 

The operation, the maintenance and the freedom of naviga- 
tion through the canal touch the lives and the prosperity of 
everyone in these islands. That is true not only here but in 
Western Europe as a whole and in many Eastern lands. Our 
economy is increasingly dependent upon oil much of which 


has now to be brought through the canal. In this country 
alone our oil consumption has doubled since 1949. It has 
increased by 8 per cent in the last six months. More than 
half of Western Europe's oil passes through the canal. That 
concerns not only the consumer countries; it is vital to pro- 
ducers as well. I give just one example. A large part, for 
instance, of Persian oil production which is now steadily 
rising and upon which Persia's prosperity largely depends is 
shipped through the canal and for other Eastern lands the 
canal matters almost as much for purposes of ordinary trade. 

In the weeks while we have been away many alternatives 
have been canvassed with zeal and sometimes excessive optim- 
ism. The fact is that none is immediately practicable. The 
alternative route round the Cape would be very expensive and 
there are not the tankers to maintain the supplies we need. 
It is true that larger tankers are being built but it would 
take several years before they could be ready in sufficient 
numbers and the capital cost would be enormous. Meanwhile 
the longer sea haul would increase the freight charges and 
would add to the cost of production and the cost of living 
in this country. It is therefore beyond dispute that any pro 
longed interference with the traffic through the canal must 
be a grievous blow to the economy of Western Europe. In 
this country at least there would be serious industria! disloca- 
tion and unemployment. It has been said that what matters is 
the right of free passage through the canal which is granted 
by the 1888 Convention and that so long as Colonel Nasser 
is prepared to uphold the Convention all will be well. I have 
two comments to make about this. First: the 1888 Conven- 
tion is not in itself sufficient to safeguard the rights of the 
user countries. The 1888 Convention, and the various con- 
cessions granted to the Company, are in fact closely inter- 
locked. Not only is the Suez Canal Company mentioned in 
more than one article of the 1888 Convention, but the pre- 
amble to that Convention states that its purpose is to complete 
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the system under which the navigation of the canal was placed 
by the concession granted to the Canal Company. In other 
words, the operation of the canal by the Suez Canal Company 
was part of a comprehensive system, designed by the agree- 
ment of 1888 to ensure the free use of the canal for all the 
powers concerned, and by purporting to nationalize the com- 
pany Colonel Nasser has destroyed the balance of this system 
and removed one of its essential guarantees. In all the cir- 
cumstances it is perhaps not surprising that the White Book 
published by the Egyptian Government on 12 August last-— 
I have a copy here—in quoting ttz 1888 Convention, omits 
the preamble. 

But there is more to it than this. As the House knows, the 
rights of the user countries are not derived from the 1888 
Convention alone. They have also become established by long 
and uninterrupted use of the canal. They are not limited to 
the right of free passage defined in the 1888 Convention. The 
users are also entitled to insist upon the efficient operation, 
administration and maintenance of the canal, in the interests 
of all the countries, without any discrimination. They have 
also the right to expect that the level of dues shall be reason- 
able and it follows from this that the canal and its revenues 
cannot lawfully be exploited by ome country for its own 
purposes. 

It may be argued that the Canal Company is an Egyptian 
company and that in nationalizing it Colonel Nasser is only 
exercising his sovereign rights, that is, only doing what we 
have done here. That is not so, of course. The Canal Company 
has always had an international character, and with the pas- 
sage of time this character has become increasingly apparent. 
For many years the British, French and Egyptian Governments 
have had the right to appoint directors to the board, and it 
now includes also directors of the United States, the Nether- 
lands and Norway. By the terms of the original statutes of the 
Company it conducts its affairs according to the principles of 
French company law. Again, under the statutes, the adminis- 
trative headquarters are in Paris. So I say that, quite apart 
from the international character of its functions, it could 
hardly be argued that such a company was a purely Egyptian 
enterprise. What Colonel Nasser has in fact done is to take 
away the international character from the Canal Company. 
There is really no analogy whatever with the industries which 
have been nationalized here and which were and are entirely 
our domestic concern. Nationaiization—if I may dare to 
define it—in the accepted sense of the term, means the trans- 
fer of an enterprise from private control to public control. It 
does not mean the transfer of an enterprise from international 
control to national control. “Nationalization,” indeed, [is] 
a wholly inappropriate word to apply to Colonel Nasser’s 
action. I suggest that the word “seizure” would he more 
accurate, but if that should offend anybody—and I do not 
want to offend anybody-—we shall have to coin a new and a 
very hideous word, the accuracy of which cannot, I think, be 
challenged. What Colonel Nasser has done is to “de-interna- 
tionalize” the canal. 

I submit to the House that it is quite certain that no nation 
has the right, unilaterally, and in defiance of existing agree- 
ments, to remove its international character from the most 
important waterway in the world. To do so is certainly an 
illegal act. It is the breach of a contract: it is implicit in the 
preamble to the Convention of 1888, that so long as the Canal 
Company's concessions exist, the operation of the canal should 
not be entrusted to any single power, but that it should be 
operated by the Canal Company for the benefit of all nations. 
As Mr. Unden, the Foreign Minister of Sweden, has rightly 
pointed out im a recent speech, Colonel Nasser could have 
sought a revision of the terms of the Canal Company's con- 
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cessions by negotiations with the other interested Govern- 
ments if he had wished to. The sudden dissolution of the 
Company 12 years before the concession runs out must clearly 
be regarded as a breach of Egypt's international undertakings. 
If the House wants further evidence of that it has only to 
read the full text of Colonel Nasser’s speech at the time 
reported in “The Times” today. In those circumstances, in- 
cluding the way in which the Company was seized and its 
valuable assets confiscated, it is hardly surprising that Her 
Majesty's Government and the other nations principally con- 
cerned found themselves unable to accept the assurances 
which Colonel Nasser has so far been willing to give. They 
declined to leave the operation of this <anal, on which the 
livelihood of so many nations depends, in his hands alone. 

The last time I spoke in this House about the Suez Canal 
we were in consultation with the French and the United States 
Governments, and I was therefore unable to give any details 
of the ideas we had in mind. A very few hours afterwards 
we were able to announce agreement to call a conference of 
the principal maritime pewers. In view of the completely un- 
justified charges that have been made against us I must repeat 
what was said by the Foreign Secretary weeks ago, that it was 
from the first our intention that there should be such a con- 
ference. It is ludicrous to pretend that we were dragged into 
it; we promoted ix. It took place here in London, and the 
powers invited were selected by agreement between ourselves, 
the United States Government and the French after discussions 
according to three categories. There were, first, the eight 
parties to the Convention of 1888, including Egypt. There 
were next the eight maritime powers most concerned in the 
use of the canal through ownership of tonnage, and there 
were thirdly the eight nations most concerned by reason of 
the pattern of their trade. We thought that this was a fair 
arrangement. 

There were many—and I do not blame them at all—who 
had little hope that the conference could achieve results. 
There was always the possibility that, having agreed to come, 
some of the powers would engage in wrangles over procedure 
—such things have been known to happen before—and we 
had no code of rules at all. And, of course, the greatest diffi- 
culty of all was to secure agreement to a common view. How- 
ever, in the event all these fears were falsified and the con- 
ference in fact showed a remarkable consensus of opinion. No 
fewer than 18 nations with the one reservation of Spain sup- 


ported the plan put forward by Mr. Dulles. That this resuft 


was achieved was due, I must say, in large measure to the skil- 
ful and patient steering by the Chairman, my Right Honorable 
and Learned Friend the Foreign Secretary. I have heard that 
on all sides from the foreign powers who were present. It 
was also due to Mr. Dulles’ effective and vigorous advocacy 
of the plan, and it was a notable feat to reach so much agree- 
ment on so complicated an issue in so short a time. I regret 
to say that the only Government which appeared consistently 
to be opposed to any form of internationalization of the canal 
was the Soviet Government. The Soviet representative per- 
petually repeated attacks on the alleged colonialism of the 
maritime powers. He constantly ignored the fact that, alone 
among the 18 nations, Soviet Russia had in the years since 
the war enormously extended its territorial boundaries and 
increased the number of its subject peoples. 

As to what we sought to do in these proposals they recall, 
of course, the words of the preamble of the Convention of 
1888. This provides for the establishment of a definite system 
guaranteeing at all times for all powers the free use of the 
Suez Canal. In the view of the 18 powers that was what was 
agreed on, that such a system should be established with due 
regard to the sovereign rights of Egypt and should assure the 
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efficient operation, maintenance and development of the canal, 
the insulation of the operation of the canal from politics, a 
fair return to Egypt and canal tolls as low as is consistent with 
their payment. To achieve these results the 18 powers main- 
tained that there should be established by a convention with 
Egypt institutional arrangements for cooperation between 
Egypt and the other interested powers, that the operation, 
maintenance and development of the canal and its enlarge- 
ment in the interests of world trade would be the respon- 
sibility of a Suez Canal board chosen from among the states 
parties to the convention. That I think is a fair summary of 
the proposals of the 18 powers and I do not believe that 
many, indeed any, Honorable Members of this House will 
dissent from them or would think that they are in any way 
unfair to Egypt. On the contrary Honorable Members may 
well consider that they represent the minimum requirement 
in the light of what has happened and of the interests which 
all the user nations have at stake. 

The 18 powers having agreed within a week on these pro- 
posals the next question was how to present them. To this 
we gave much thought. The proposals could have been, and 
our first thought was that they might be, handed over through 
diplomatic channels by the chairman of the conference. That 
would have been quite usual. But we thought this would not 
be the best method since we were the principal users of the 
canal and in that sense the party most concerned in the busi- 
ness. A few days before the conference I had invited the 
Prime Minister of Australia [Mr. Menzies. Ed. note] who was 
then in Washington to return to this country and to join in 
our counsels. 1 was delighted that he was able to do this. A 
further fortunate outcome of his visit was that the 18 powers 
were able to invite an able and experienced chairman to lead 
the carefully selected team to present these proposals. There 
were representatives from Australia, Ethiopia, Persia, Sweden 
and the United States—one drawn from each continent, the 
four corners of the earth. Mr. Menzies and his colleagues went 
to Cairo. They explained the proposals of the 18 powers with 
great care and patience. They did all they possibly could to 
persuade Colonel Nasser that the agreement which they sought 
was reasonable, fair and, indeed, profitable to Egypt. They 
made it abundantly clear that such an agreement would fully 
recognize Egypt's sovereignty and they explained that it 
would provide the basis of confidence for the maintenance and 
future development of the canal. But unfortunately, despite 
the fair and eloquent pleading of Mr. Menzies, supported by 
his colleagues with unanimity—I ask the House not to fail to 
note that, including a country like Sweden which I suppose 
even Honorable Members opposite would not regard as belli- 
cose compared with the present Prime Minister of this country 
—unfortunately, despite the fair and eloquent pleading of 
Mr. Menzies supported by his colleagues, no progress was 
made in Cairo. 

Colonel Nasser rejected the proposals without weighing 
their merits or listening to reason. That was certainly no fault 
of those who travelled so far to see the President of Egypt. 
The Committee of five worked with unity and wisdom. Mr. 
Menzies led~it with a distinction which was recognized not 
only by his colleagues on the Committee but all the nations 
represented. Colonel Nasser was surely ill advised not to heed 
so powerful a combination of nations representing more 
than 90 per cent of the traffic which passes through the canal. 
I cannot help feeling that when the history of these times 
comes to be written President Nasser's refusal of the plan 
brought to him by the committee of five will be quoted as a 
classic example of how a man threw away a great chance of 
permanently benefitting his people. . 

Not every one yet realizes the advantage the 18 nation 
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plan offered to Egypt. The traffic, of course, particularly in 
oil tankers is steadily increasing. It is indeed expected to 
double in normal conditions within the next ten years. The 
canal needs constant maintenance; it is going to require major 
capital expenditure; the latest estimate is that £100 million 
or more will have to be spent there if it is to continue to 
handle the expanding trafhic. 

Mr. Rankin (Glasgow, Govan): That should have been 
spent— 

The Prime Minister: It might be yet. The Menzies mission 
offer to Egypt was that this great financial responsibility 
should be taken over by an international authority while 
Egypt should be internationally recognized as the landlord and 
should draw an income based on the traffic passing through 
the canal. This plan has now been rejected out of hand, the 
more the pity. 

I think that the House will agree that the 22-power confer- 
ence in London and the mission of Mr. Menzies’ committee 
represented a very considerable effort to reach a solution by 
agreement. That offer has failed. In comsequence we have 
carefully considered in consultation with our French and Ameri- 
can allies what our next step should be. We have decided in 
agreement with them that an organization shall be set up 
without delay to enable the users of the canal to exercise theit 
rights. This users’ association will be provisional in character 
and we hope that it will help to prepare the way for a perma- 
nent system which can be established with the full agreement 
of all interested parties. 

Although discussions are still proceeding between the three 
governments, the United States, France and ourselves, about 
the details of this plan I can now give the House the broad 
outline by accord with the other countries. It will be as 
follows: the members of the users’ association will include 
the three governments I have already mentioned, the United 
States, France and ourselves, and the other principal users of 
the canal will be invited to join. We hope that the pattern 
of membership will be as representative as possible. The users’ 
association will employ pilots, will undertake responsibility 
for coordination of the traffic through the canal and in general 
will act as a voluntary association for the exercise of the right 
of Suez Canal asers. The Egyptian authorities will be re- 
quested to cooperate in maintaining the maximum flow of 
trafic through the canal. It is contemplated that Egypt shall 
receive appropriate payment from the association in respect 
of the facilities provided by her but the transit dues will be 
paid to the users’ association and not to the Egyptian authori- 
ties. Through this organization it should be possible to estab- 
lish a system of transit of the canal for a substantial volume 
of shipping. Of course we recognize that a provisional organ- 
ization of this kind, designed to meet an emergency, cannot 
be in a position to provide for the major developments which 
are becoming urgently necessary if the canal is to continue 
adequately to serve the interests of its users and we also 
recognize that the attitude of the Egyptian Government will 
have an important bearing on the capacity of the association 
to fulfil its functions. But I must make it clear that if the 
Egyptian Government should seek to interfere with the opera- 
tion of the association or refuse to extend to it the essential 
minimum of cooperation then that Government will once 
more be in breach of the Convention of 1888. 

Mr. George Wigg (Dudley): What a peacemaker. 

The Prime Mimister: | must remind the House that what 
I am saying is the result of exchanges of view between three 
Governments. In that event Her Majesty's Government and 
others concerned will be free to take such further steps as 
seem to be required either through the United Nations or 
by other means, for the assertion of their rights. I think that 
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Honorable Members might let me develop this. There is more 
to come. I shall no doubt be asked what are the intentions of 
Her Majesty's Government about the reference of this dispute 
to the United Nations. As I stated just now—if it was heard 
clearly—I certainly do not and Her Majesty's Government do 
not exclude that. Quite the contrary. It might well be neces- 
sary. Meanwhile we have considered it our duty, jointly with 
the French Government, to address a letter to the President 
of the Security Council informing him of the situation which 
has arisen. That letter does not ask for any action at this 
stage but it puts us in a position to ask for urgent action if 
that becomes necessary. At the same time there are certain 
considerations about a reference to the Security Council which 
we should face—which the House should face—frankly. 

Let me take the Abadan precedent as an example, because 
the Right Honorable Gentleman, the Member for Lewisham, 
South (Mr. H. Morrison) mentioned it in our last debate on 
this subject. The Government took that issue to the Security 
Council. They tabled a resolution which was opposed by 
Russia and Yugoslavia. In an attempt to meet this, our reso- 
lution was whittled down. Even so, the Soviet Government 
would not have it and, consequently, the resolution was 
made dependent on the final findings of the International 
Court. | make no criticism of this; it is quite inevitable in 
view of the existence of the veto. When it reported many 
months later the International Court said it had no jurisdic- 
tion and therefore our resolution before the Security Council 
lapsed and we never went there again. I say that because we 
have to face the realities of this situation. I also recall that the 
Labour Government of the day, in their wisdom, uttered a 
warning that the Security Council's failure to act effectively 
might create a most serious precedent for the future. I think 
that they were right. 

I must now make some reference to the question of the 
pilots. The Company agreed, at the earnest request of the 
French Government and ourselves, to urge the pilots to remain 
at their posts, first until the London conference had taken 
place ve sewed again, until Mr. Menzies’ mission was com- 
pleted. How little they liked this can be illustrated by some 
comments of a Swedish pilot—I do not choose a British or 
a French pilot. He said: “I have no intention of going back 
to Suez so long as the canal is under Egyptian administration, 
and the same applies to my sixty colleagues who are at present 
in Europe.” He went on: “I have no confidence in the Egyp- 
tians. I was there during the days of terror in 1952. For my 
part, I hope no sea captains get caught on Nasser’s hook.” 

After Colonel Nasser’s sudden seizure of the Canal Company 
it was not, I think, unnatural that the non-Egyptian staff of the 
Company should consider their own future very carefully. 
They were expected to work for a Government to which they 
owed no allegiance—and the House should not forget that 
they were threatened with imprisonment by the Egyptian 
Government if they did not continue at their work. 

Mr. Emrys Hughes (South Ayrshire): They deserved it. 

The Prime Minister: They deserved to be threatened with 
imprisonment? I hope that the Honorable Member is almost 
alone in his view. I do not know how he reconciles it with 
the right to strike. 

Mr. Emrys Hughes: 1 am not alone this time. 

The Prime Munister: lf these pilots decide to leave Egypt 
it will clearly, in our view, be the responsibility of the Egyptian 
Government. It is they who created conditions in which these 
men have taken the decision that, despite their many years’ 
service on the canal and their many personal ties, they feel that 
they must leave. (An Honorable Member: What have they 


been offered? ) 
In view of certain statements which have been widely made 
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I must make this clear beyond any mistake: it is not the Gov- 
ernment who have taken out the pilots. On the contrary twice, 
as | have mentioned, our efforts have been made to keep them 
in, to give negotiations a chance, although keeping them in 
was, of course, facilitating Colonel Nasser’s task in working 
the canal. But there really is a limit to which men can be 
pressed and this limit has been reached. 

There has been much public discussion about the question 
of the use of force in relation to these events in the canal. I 
must point out that in this instance it was Egypt who used 
force. The operation of the canal has been taken over in com- 
plete disregard of Egypt's international obligations. The assets 
of the Company and its offices were seized by armed agents 
of the Egyptian Government. As I have said, the Company's 
employees -were compelled to continue at their work under 
threat of imprisonment. To condone such actions is to invite 
their repetition and I think to bring international law into 
contempt. 

In recent weeks certain military preparations have been 
made in the Mediterranean. They are limited in scope. On 
account of them we have been charged in some quarters with 
sabre rattling. How ludicrous this is. It might be regarded as 
provocative if I were to retail all the circumstances which 
could arise in Egypt. I will therefore mention only one, for 
Honorable Members will recall it. I have not forgotten the 
appalling massacre of foreigners which took place in Cairo 
in 1952. Many people of several nationalities, not by any 
means only our own, and including 10 British, were murdered 
in the most brutal conditions. I happened to be in charge of 
the Government here at the time for my Right Honorable 
Friend, the Member for Woodford (Sir Winston Churchill ) 
was on his way back from the United States. It is quite true 
that on that occasion the Egyptian army intervened to stop 
further bloodshed but Honorable Members must judge for 
themselves how much that action was due to the knowledge 
that we had a plan to intervene by force in the last resort. 
If military precautions were justified a month ago, they are 
justified today, and I must make it plain that the Government 
have no intention of relaxing them. It is also, we think, right 
and proper that our French ai_. should be placed in a posi- 
tion to defend their numerous nationals and interests. We 
have therefore extended to them any facilities available to us 
which they require. 

I should like to finish if I may on this personal note. In 
these last weeks I have had constantly in mind the closeness 
of the parallel of these events with those of the years before 
the war. Once again we are faced with what is in fact an 
act of force which if it is not resisted, if it is not checked, 
will lead to others. There is no doubt about that. If Egypt con- 
tinues to reject every effort to secure a peaceful solution, a 
situation of the utmost gravity will arise. Many other Eastern 
lands now begin to understand that the fate of their country 
is included in Colonel Nasser’s schemes. The Leader of the 
Opposition warned us the other day of what would happen 
if he had his way. He said, “If Colonel Nasser’s prestige is 
put up sufficiently and ours is put down sufficiently the effecs 
of that in that part of the world will be that our friends desert 
us because they think we are lost and go over to Egypt.” That 
is true. I would only add thar the consequences of this would 
be that the standard of life of Western Europe and many 
lands in Asia would be at Colonel Nasser’s mercy. 

Of course there are those who say that we should not be 
justified and are not justified in reacting vigorously unless 
Colonel Nasser commits some further act of aggression. That 
was the argument used in the 1930's to justify every con- 
cession that was made to the dictators. Ir has not been my 
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experience that dictators are deflected from their purpose 
because others affect to ignore it. This reluctance to face 
reality led to the subjugation of Europe and to the second 
world war. We must not help to reproduce, step by step, the 
history of the thirties. We have to prove ourselves wiser this 
time, and to check aggression by the pressure of internationa] 
opinion, if possible, but if not, by other means, before it has 
grown to monstrous proportions. 

As has been rightly said by my Right Honorable and 
Learned Friend, the Foreign Secretary, for this country mili- 
tary action is always the last resort and we shall go on work- 
ing for a peaceful solution so long as there is any prospect 
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of achieving one, but the Government are not prepared to 
embark on a policy of abject appeasement nor I think would 
the House—or most of the House—ask them to, because the 
consequences of such a policy are known to us. A stimulus 
is given to fresh acts of lawlessness. With the loss of resources 
the capacity to resist becomes steadily less, and friends drop 
away and the will to live becomes enfeebled. We will con- 
tinue to make every effort, in concert with our allies, to secure 
our rights by negotiation, but should those efforts fail the 
Government must be free to take whatever steps are open 
to them to restore the situation. That is the policy of the 
Government, which I ask this House to approve. 


The Suez Canal 


‘DISPUTE SHOULD BE TAKEN TO THE UNITED NATIONS 
By HUGH GAITSKELL, Leader of the Opposition 


Delwered in a debate in the House of Commons, London, England, September 12, 1956 


T the beginning of his speech the Prime Minister re- 
ferred to our debate of 2nd August and spoke of the 
general agreement which then prevailed. I do not deny 

that over a certain part of the field that agreement certainly 
existed but I must point out to the Prime Minister that since 
then wide differences of opinion have emerged in the country 
and there has been indeed a very animated and serious debate 
in the press. I had hoped that these differences, of which I 
shall have a good deal to say, would have been narrowed by 
the Prime Minister today. | am sorry to say that -what he 
has told us this afternoon cannot but divide the nation even 
more deeply. Some indeed of the steps of which he has spoken 
have the very gravest implications and of these I shall also 
speak a little later. 

In a full democracy differences of opinion on matters 
vitally important cannot and should not be suppressed. Issues 
of this kind must be argued out—argued, of course, with a 
due sense of responsibility. I wish to make it plain that far 
from opposing the Government for opposition’s sake we 
have always recognized that there are moments in interna- 
tional affairs particularly where restraint by the Opposition 
is clearly enjoined. I must remind Honorable Members that 
for many months, despite the gravest misgiving on our side, 
we refrained even from pressing for a debate on Cyprus. | 
wish I could say that at certain difficult moments during the 
period of office of the Labour Government and particularly 
during the Abadan Crisis the same degree of restraint was 
shown by the Conservative Party. But restraint of this kind 
must never be carried so far as to involve the suppression of 
differences of vital importance. On such occasions it is the 
duty, not only the right, of the Opposit:on to speak out loudly 
and clearly. That is what on this side of the House we feel 
we must do today. 

What is the precise nature of the difference between us? 
I shall shortly criticize the Government for what they have 
done and for what they have not done during this past six 
weeks, but before I do that I wish to make it abundantly clear 
that because we attack the Government here we in no way 
condone or excuse the original act of President Nasser. Hon- 
orable Members opposite really must not get into their heads 
the assumption that because we condemn Colonel Nasser we 
must support without reservations everything that they do. 
Sir, I made clear my views about Colonel Nasser’s action in 


my speech on 2nd August and I stand by what I said at that 
time. We criticized that action not because of the act of 
nationalization but for other reasons, and may I say in pass- 
ing that if in fact it is the view of the Government that the 
act Of nationalizing the Suez Canal Company was illegal then 
it is their duty to refer the matter to the International Court 
I would not propose to argue whether or not this act was 
legal, but there are undoubtedly differences of opinion about 
it. There exists an international body to settle differences of 
this kind and it is our duty to refer this one to it. 

Our objection to Colonel Nasser’s action I explained on 
three grounds. First, because—and here I do not think there 
is any disagreement—the Suez Canal is an international 
waterway of vital importance which had been under the con 
trol of an international body and we could not be indifferent 
to the change of ownership involved in Colonel Nasser’s act 
Secondly, we objected to the method by which the nationaliza 
tion was done and the circumstances surrounding it. Thirdly, 
I gave a very definite warning to the House of the possible 
implications that that act might have for the Middle East 
I stand by that, too. 

I believe that by and large the House accepts all these 
things. 

I would also endorse without hesitation the general aims 
which I think we all have in mind and which were set out 
very fully in the so-called Dulles plan. That is to say, that 
while there should be proper compensation—and I am glad 
to say that the implication of that was that opposition to 
nationalization as such had been dropped—that while there 
should be proper compensation, while Egypt should get a 
fair return financially, the users of the Canal should be 
assured that the charges would be reasonable, that there 
would be no discrimination, that the canal would be properly 
developed, and that there would be full freedom of passage 
All those things are agreed and, indeed, those things are 
agreed by President Nasser, too. I shall come to that later 

I also accepted, and I have no reason to withdraw in any 
way, the desirability of a Suez Conference taking place, as 
it took place in London. 

I certainly believe that the conference did a good job. | 
think that it undoubtedly brought us somewhat nearer a solu 
tion of this problem. I also say—and | do not withdraw from 
it at all—that the Government were entitled to take genuinely 
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precautionary military steps. I have no idea—nor have the 
Government told me—exactly on what scale those steps were 
taken, though I must say that they appear from press reports 
to have been very much more substantial than many of us, 
at any rate, expected originally. 

But these are not the points at issue between the parties in 
this country. The points at issue are, I think, fundamental and 
quite specific. They concern the attitude of the Government 
to the use of force as a means of solving this dispute, and 
they concern the closely related question of the Government's 
attitude to the United Nations and the United Nations 
Charter. | propose to devote a little time to both these 
subjects. 

The Prime Minister has spoken of the Government's atti- 
tude on force, but he has not told us the full story. At first, 
after the announcement on that Thursday evening of what 
Colonel Nasser had done, the general impression that most 
of us had, and certainly the press had, was that military 
measures were not being contemplated. Some five days later, 
however, largely, I think as a result of a report of the Foreign 
Secretary's address to the Foreign Affairs Committee of the 
Conservative Party in the House, our views on this subject 
began to change—so much so that My Right Honorable 
Friend, the Member for Llanelly (Mr. J. Griffiths) and I 
twice before [that debate] on 2nd August saw the Prime 
Minister. | do not think he will mind me saying that amongst 
the things which were discussed was the question of force. I 
then gave him some warning that if he contemplated the 
use of force to impose a solution, then he could not rely on 
the support of the Opposition. 

The debate followed. 

The Prime Minister in his speech made virtually no refer- 
ence to that subject at all. All he told us was that certain 
precautionary measures of a military nature were being taken. 
When he said just now that the Government stuck to the 
policy which they had adopted, the plain fact is that no policy 
of force was then announced. During that debate I myself, 
however, made a very specific reference to this subject. Per- 
haps the House will forgive me if I read one or two sentences 
which I used. I said: “I must, however, remind the House that 
we are members of the United Nations, that we are signa- 
tories to the United Nations Charter, and that for many years 
in British policy we have steadfastly avoided any international 
action which would be in breach of international law or, indeed, 
contrary to the public opinion of the world. We must not, 
therefore, allow ourselves to get into a position where we 
might be denounced in the Security Council as aggressors, 
or where the majority of the Assembly were against us.” 

I went or. a little later, to say, “We should try to settle 
this matter peacefully . . . while force cannot be excluded” 
and I had already mentioned the circumstances in which it 
might be necessary; that is, in self-defense or as part of some 
collective defense measure—"We must be sure that the cir- 
cumstances justify it and that it is, if used, consistent with 
our belief in, and our pledges to, the Charter of the United 
Nations and not in conflict with them.” 

On the day following the debate, there appeared in vir- 
tually every mewspaper a story that it was, in fact, the Gov- 
ernment’s intention, after the Conference and if Colonel 
Nasser refused to accept the Conclusions of the Conference, 
to impose that solution by force. I do not think I need read all 
the extracts from all the newspapers, but I will trouble the 
House with one or two. The Times said: “The position is that 
Britain and France are prepared to take action, if reasonable 
agreement cannot be reached.” The Daily Telegraph said: “If 
no unanimous agreement has been reached by the end of the 
time limit, Britain and France will feel called on to act to 
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impose whatever solution has been agreed to by a majority. 
Britain and France have spared no pains to make perfectly 
clear to the United States their intention to use force if peace- 
ful means fail to persuade Nasser to accept international con- 
trol.” The News Chronicle said: “If necessary, both countries 
are prepared to impose the international authority by force.” 

We had not been told that in the debate on 2nd August. 

I see several Honorable Members opposite shaking their 
heads. If I have correctly quoted what I said, it is quite clear 
that what I said was in flat contradiction to the imposition by 
force of the conclusions of the Conference. It may be asked 
why the Government, if that had been their intention, did not 
say that they disagreed totally with what I said. The question, 
however, is this. Here were these stories—and it is within the 
recollection of all of us that they went on for several days. 
They came from Government sources, of course. What the 
Government were not willing to tell the House of Commons 
was put out through Downing Street and the Foreign Office 
News Department. If those statements were authorized, as I 
think they must have been, they should have been made pub- 
licly by Ministers; and if they were unauthorized I think it 
is a major scandal that civil servants should be given such 


powers, and such dangerous powers. 


As the Prime Minister knows, when I read those reports 
I was indeed so dismayed by them that I sat down and imme- 
diately wrote him a letter again warning him about what 
our attitude would be. I wrote to him again while I was on a 
short holiday making perhaps even more emphatically the 
same point. On 13th August we had a meeting of our Party 
Committee, and again because of these statements which were 
then still very current, we thought it right to refer to the 
matter in the statement which we issued. We said, “In view 
of public anxiety, the Committee call upon the Government 
to make plain that the military measures taken in the last 
ten days are purely precautionary, solely intended for defense 
against possible aggression and not preparations for armed 
interveution, outside and inconsistent with our obligation 
under the Charter of the United Nations.” 

We went to see the Prime Minister and his colleagues the 
following day. We argued with them on this point. We begged 
them to issue such a statement. Unfortunately, they did not 
do so, they did not do so presumably because they were not 
im agreement with what we suggested they should say. 

There was another development at this time which cannot 
be ignored, and that was the very considerable publicity being 
given to the troop movements and to the scale on which they 
were taking place. There can be no doubt that the combination 
of these two things—the stories emanating from the Govern- 
ment that they intended to use force, and the scale of the 
military measures as they unfolded—gave the impression that 
the Government intended simply to impose a solution by 
force. 

What was the effect of that? I do not think there is much 
doubt about the effect in the rest of the world. In the Middle 
East, far from diminishing Colonel Nasser’s prestige, it in fact 
led to a rallying of all the Arab States to him. In Asia, it 
produced upon the people and Government of India a pro-, 
found shock. In Europe it certainly had no support whatever. 
There is not the sligttest doubt that the United States was 
extremely worried about it. Above all, it gave Colonel Nasser 
the best propaganda opportunity he could possibly have, 
because he was able to represent his action and all that fol- 
lowed as part of a struggle on the part of Eastern against 
Western nations, of the darker races against the white races, 
of the small countries against the large countries, and of the 
ex-colonies against the imperialists. This was, as he was able 
to represent it, a piece of 19th Century “gunboat diplomacy.” 
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The London Conference did something, in my opinion, to 
restore the situation. Some Honorable Members seemed to 
doubt my words when I said that this implication, as to the 
use of force, had no support in Europe. I can assure them from 
personal knowledge that none of the countries there, and this 
includes our allies in NATO, were in the least favorably in- 
clined towards the use of force, with the exception, of course, 
of France. If Honorable Members are really content to go it 
alone with France, the rest of the world being against us, then 
they are simply making for disaster. 

The London Conference, I quite agree, achieved some con- 
siderable improvement. It reduced the temperature. It pushed 
force into the background. Above all, it broke the line-up 
between East and West, and that was extremely important. 
I should like to say straight away that I think the choice of 
the five nations was wise, and I have no criticisms to offer 
of the way in which those five nations presented the case to 
President Nasser. The fact remains, however, that this sabre- 
rattling—because that is what it was—had a disastrous effect 
on world opinion and is still a very grave handicap in the way 
of a proper solution to this problem. 

I ask myself why the Government allowed these statements 
to be put out. They had nor said them in public, of course, 
but they allowed them to be put out. I can conclude that 
there are only two explanations, either that they did and do 
seriously intend to use force—and what the Prime Minister 
said this afternoon certainly seems to suggest it—or they were 
simply bluffing. 

If the Government intend to use force in this way, in the 
absence of any further deliberate provocative action or aggres- 
sion by Colonel Nasser, and if they propose to do so simply to 
get a solution of this problem, the consequences to this coun- 
try, far from being good, will be disastrous. Such a thing 
involves abandoning the whole basis which we have accepted 
and which is set out in the Charter of the United Nations. 
It means that in future other countries will have an open 
invitation from us to do the same. It means that if, for instance, 
say, in the next few weeks North Korea were to launch a 
further attack on South Korea we should not be able seriously 
to object to it. (Honorable Members “No”) Honorable 
Members must understand that in ignoring the Charter of 
the United Nations and taking the law into our own hands, 
we are reverting to international anarchy. We are asserting 
the view that each nation decides in its own right what it is 
going to do. And we are saying that only power counts. 

I ask Honorable Members to consider, rather more seriously 
than they have done so far, whether we should gain from that. 
If they feel indifferent to thes: waoral considerations, I would 
ask them nevertheless to look at the probable consequences of 
military action taken in these conditions. There can be not 
the slightest doubt that the other Arab States will rally whole- 
heartedly to the side of Egypt. There can be no doubr at all 
that if there is anxiety about oil supplies now, those anxieties 
will be enormously aggravated. There can be no doubt about 
the reaction in India, which may very [well] leave the Com- 
monwealth in consequence. If Honorable Members are indif- 
ferent to what happens in India, I would ask them to read 
what the Foreign Secretary of Australia had to say on that 
subject, as reported this morning, when he came down very 
firmly against the use of force, there being an implication in 
what he said that that was the view also of Canada 

I ask Honorable Members to consider something even more 
serious. 

Have the Government really thought out and seriously con- 
sidered what Soviet Russia is likely to do if we go to war to 
impose a solution by force on Egypt? The Russians may not 
come in, but is it not extremely probable wiciiin a very short 
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time indeed there would be Russian volunteers sent to the 
help of Egypt? Exactly: and if we believe him, we should 
consider seriously what that means. Does it mean that the 
Government are prepared to risk what might even become a 
general war merely over this issue? The attitude of the Gov- 
ernment to Russia has changed somewhat since last April. 

I daresay that the Government may believe—I have seen 
reports to this effect—that they can achieve a quick victory, 
that it is a matter of landing a few parachute brigades, seizing 
the Canal, overthrowing Nasser in Egypt, and then they will 
have got control. Control over what? Exactly how is one then 
to proceed? Exactly how is one to bring about a settlement 
there? Are we to leave there the troops which the Govern- 
ment themselves withdrew only very recently, or are we to 
withdraw again? If the Government do this they will leave 
behind in the Middle East such a legacy of distrust and bitter- 
ness towards the West that the whole area will be thrust 
almost forcibly under communist control. That is the greatest 
danger of all. If-the area is simply destroyed, if a savage war 
is conducted there, can there be any doubt that that would 
be the greatest breeding ground of communism that there 
could possibly be? 

I am, of course, not saying, nor have we ever said, that 
there may not be circumstances in which force is justified. I 
have said it again and again. I will tell Honorable Members. 
If they read the Charter, they should know. Of course we 
should be justified in using force if in fact the United Nations, 
by its collective decision, so decided. We were perfectly jus- 
tified in using force to resist aggression in Korea. We should 
also be justified in using force if, under article 51, we or allies 
of ours were the subject of Arab attack. Certainly: if Israel 
were attacked by the Arab States, we should be bound under 
the Tripartite Declaration to go to her assistance. That is 
perfectly true. Where Honorable Members make an appalling 
mistake is to assume that the act of nationalizing the Suez 
Canal is comparable with an attack by armed force against the 
frontiers of another country. If Honorable Members really still 
doubt that let them consider what, in these circumstances, the 
American reaction is likely to be. 

I shall have some questions to ask about the latest proposal 
in a moment, but there is not the slightest doubt, from what 
President Eisenhower has said, what the attitude of the Unired 
States would be. If, on the other hand, all this talk, re-empha 
sized again this afternoon. is merely to frighten Egypt, well 
then, is that not a tremendous risk to take? If in fact President 
Nasser calls the bluff, as so far he has done, then there is, 
of course, the gravest danger of a second and perhaps even 
more substantial prestige victory for him. Indeed our indict 
ment against the Government is that they have brought this 
country into a position where we are in this dilemma, that 
either we carry out the threat of force or we face the greatest 
diplomatic climb-down in our history. The Government could 
have avoided this. They could, while standing completely firm 
on their attitude towards Colonel Nasser’s action which, as 
I said, does not differ from our own, have accepted in the 
first place the statement which I made in the debate on 2nd 
August about the United Nations Charter and the use of 
force. Or they could have refrained, even after that debate 
from putting out these reports that they intended to use force 
to impose a solution. Or they could, again, have disavowed 
subsequently the use of force. But they have done nothing 
They have increased the stakes, and indeed the Prime Minister 
this afternoon has done it once more. 

Our second major disagreement is concerned with the 
United Nations. We asked originally that the plan for inter- 
national control over the Canal should be atl we the United 
Nations. No answer was given at the time of the debate, but 
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I was glad to see that proposal was accepted by the 18 powers; 
nor was there in the Prime Minister's speech on 2nd August, 
apart from a rather slighting reference connected with Israeli 
shipping, nor in his television broadcast a single mention of 
our obligations to the United Nations. That, frankly, inevitably 
added weight to the opinion that the Government were ignor- 
ing it and were indifferent to it. 

We also made a proposal on 13th August that the Govern- 
ment should refer the whole issue—the dispute—after the 
Suez Conference, which we did not contest at all, to the 
United Nations. To, in fact, a special assembly. But that, too, 
was ignored. I regret that. I think that it would have been 
much better if the conclusions of the London Conference had 
been referred directly to the United Nations because we 
might have avoided the position that Colonel Nasser took 
up-——a very rigid attitude which, I think, in the light of what 
has gone before was almost certain to happen. I turn to the 
future. The Prime Minister has told us a little of what it is 
intended to do. I will first of all make some reference to this 
Users’ Organization. 

If it were the purpose of the organization to provide a bit 
of machinery for negotiating with Egypt, I would not object 
t it. There are good reasons for having an association of 
user nations to conduct negotiations. But what has alarmed 
me and I think alarmed Honorable and Right Honorable 
Friends, is what it is apparently proposed that this organiza- 
tion should do: above all, the statement that they intend to 
employ their own pilots to pilot ships through the canal and 
that they intend that the payments, as I understand it, or the 
dues should be made not to Egypt but to the organization 
seems to me to be dangerously like a highly provocative step. 

I really must remind the House that whatever our views 
may be—and they do not differ about the act of nationaliza- 
tion—these ships are going through Egyptian territory, and 
it is extremely difficult to see by what authority they can go 
through that territory on the lines suggested by the Prime 
Minister. Indeed, he has told us that if the Egyptian Govern- 
ment refuse, it will be in breach of the Convention of 1888. 
That may be a very clever legalistic statement—I should very 
much doubt its validity myself—but it is not likely to convince 
anybody that this kind of step at this kind of time is justified. 
We are told that if the Egyptian Government refuse coopera- 
tion that our Government reserves the right to take further 
steps, either through the United Nations or by other means. 
What do the Government mean by “other means”? Why should 
there be any other means? Why should it not go, if there 
is such a dispute, to the United Nations? That is what the 
Charter enjoins and that is what should happen. 

I should like to put one particular question here. As I 
understand it the United States has indicated its support for 
this user organization. Are we to take it that they also agreed 
with the proposition that the ships are to have pilots of their 
own and are to go through the canal whether or not Egypt 
likes it? Are we to take it that the United States itself will 
employ pilots in this way and will be prepared to send its 
ships through the canal? I think that we must have an answer 
to that. 

I would remind the Foreign Secretary of what President 
Eisenhower said this morning on the use of force, it hardly 
seems consistent with the staternent that the United States 
contemplates that should Egypt not cooperate force will be 
justified. Heaven knows we have waited six weeks to try to 
get some clarity on this. Let us have it. I do not feel that the 
vague reference about informing the United Nations in the 
least meets the situation at the moment. The United Nations 
Charter, which the Foreign Secretary referred to at some point 
during the six weeks, in defending the procedure hitherto 
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adopted—article 33, was, I think, the article he called in 
mind—also provided as follows: “Should the parties to the 
dispute of the nature referred to in article 33 fail to settle 
it by the means indicated in that article’—by negotiation and 
so on—'"they shall refer it to the Security Council.” On what 
grounds do the Government refuse to do so? Why should 
they not go to the Security Council immediately? That is surely 
the clear answer. We are a member of the United Nations. 
I thought that we stood by the Charter. We did until six weeks 
ago. Why do not we take it to the Security Council? I do 
not say that the Security Council will produce an automatic 
solution: of course not. We are all very well aware of the 
veto rule. Indeed what worries us—I must make this quite 
plain—is [that] even if the Government were to do this, 
they would be in fact, from their point of view, going through 
a mere formality. I want to emphasize with all the strength 
that I can that this must not be the attitude adopted. The 
purpose of taking this dispute to the United Nations is not 
just to go through formalities so that we may thereafter resort 
to force. It is that there may be a further period of negotiation 
—and negotiation is what I mean on this occasion. 

I should have thought that if that [were] the intention 
of the Government, which, I am afraid, does not appear to 
be the case, they would at least make some effort at this stage 
to win over world opinion to our side. They really cannot try 
to ride both horses at the same time—the threat of force and 
the appeal to world opinion. I believe that as a matter of fact 
it is not particularly difficult to find a compromise solution. 

The 18-power plan was never regarded by the powers them- 
selves as the last word in this dispute. What matters in this 
are the ultimate aims, to which I referred ea:lier, and I again 
say that President Nasser is on record as having said that he 
quite agrees on that. I have never said that we could accept 
his word. I do not think we can. However, he has said some- 
thing else as well. He has said that he is prepared to agree on 
the tolls, the charges to be made for the canal, and he has said 
that he accepts the 1888 Convention. The 1888 Convention 
provides—nobody seems to have noticed this—"that the agents 
in Egypt of the signatory powers of the present treaty shall 
be charged with watching over its execution.” I do not see 
why it should not be possible to have an agreement under 
which there is 2 supervisory board of the users concerned, 
which would negotiate with Colonel Nasser the tolls which 
should be charged and I do not believe that it is necessarily 
impossible that it should agree also with the Egyptian board on 
the development plan and the disposal of the Suez Canal 
revenues. But we have to ask ourselves if Colonel Nasser does 
not agree to negotiate, then is force justified? I must repeat 
again what I said before. Force is justified in certain circum- 
stances Clearly laid down under the Charter. It is not justified 
if no actual, violent, armed attack has taken place or if the 
United Nations has not approved it. It is as clear as that. And 
I must again say that so far, although I would not deny that 
Nasser’s action involves threats to us, they are threats only. It 
is nothing more than that, and I cannot believe that the world 
in general or indeed public opinion in this country would 
really support going to war’on the difference between having 
a Supervisory Board or an Advisory Council. 

Finally, let me remind Honorable Members, that what we 
are faced with is not only that Egypt has now seized the Canal 
Company, but the fact that she has, and always has had since 
we withdrew our troops, physical force. The real thing that 
will stop the canal, obstruct the canal, is the use of force by 
Egypt. It is not the same thing or indeed necessarily associated 
with the ownership and management of the canal. Therefore, 
to go to war on the ownership of the canal, on the management 
of the canal, is in effect leaving on one side what is the main 
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issue here, which is her decision, which might be made at some 
time and has been made in the case of the Israeli ships, to 
use force herself. 

I would interpose here that if the matter goes to the United 
Nations I hope that the question of the freedom of those 
ships will be raised again, as I think it should be; though I 
cannot accept the argument that, because the members of the 
Security Council have not been able or seen fit to implement 
the resolution which was passed in September 1951, there- 
fore the United Nations has failed. That argument really will 
not do. Everybody knows that the reason why the British 
Government has never lifted a finger to enforce that resolu- 
tion is the fear that the Arab States would not like it. 

Force is not justified as a solution of this problem. Force 
is justified in self-defense, and that is a totally different matter. 
I say that if Colonel Nasser refuses to negotiate we should 
cling to the line adopted by Mr. Menzies and his Committee 
in presenting this case to Egypt. We should go for the alter- 
natives. I think we shou'd say to Nasser, “Very well, if you 
will not come to terms with the canal users you cannot blame 
them if they have no faith in the future of the canal and if 
they decide to make alternative arrangements—if they go in 
for large tankers, if they build additional pipelines through 
Turkey.” 

The Prime Minister spoke of the extra cost. Is it so very 
great? Does he know how much difference it makes to the 
price of petrol? I think I am right in saying that it is about 
a penny a gallon. When one remembers that two-thirds of 
the traffic through the canal is oil, it is not terribly convincing. 
If he says, as he did say, that it will take a long time to build 
the tankers, still, meanwhile the canal is open. It is a different 
situation if President Nasser, in the absence of any provocation 
from us, blocks the canal. I am pleading for an absence of 
provocative action. I want to make that plain. If the canal 
is not blocked and traffic can go on we can certainly say—I 
think we should—that we do not think he is going to be able 
to develop it and we can take steps accordingly. (Honorable 
Members: “What steps?”) The large tankers. Really, Honor- 
able Members ought to know the facts of the situation, and 
they are these, that two-thirds of the traffic through the canal 
today is oil, and in ten years’ time it will certainly be four- 
fifths of the traffic. That is the problem, and I say there is an 
alternative. It is an alternative which is less convenient for us. 
It is very much less convenient for President Nasser as well, 
and I do not think myself that there is much doubt that had 
this question been negotiated he would probably have seen 
the validity of the argument. 

I come to the question of the pilots. I regard this as a 
very grave matter indeed in the light of what the Prime 
Minister has said. Today’s news is that the Company has 
informed the pilots that they are authorized to withdraw. | 
can well understand that there are many pilots who feel great 
uncertainty and dissatisfaction about staying in their posts. 
I think that that is genuine, and independent of anything that 
may have been said to them by anybody outside; but, frankly, it 
seems to me so clear that our policy in this matter should have 
been from the start to do everything possible to avoid any 
outside pressure upon them to withdraw, and indeed to get 
the maximum of influence upon them to stay. 

Let us just see what happened. What did the Canal Com- 
pany do? On August 6 it sent out a circular, which seemed 
to me totally unnecessary, telling the pilots they must choose 
by August 15 whether to go on with the Egyptian administra- 


tion or to resign altogether. Most of them appear to have said. 


they would resign. Why was this statement issued? Was it 
issued with the authority of the British Government? Did the 
members of the board appointed by the British Government 
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vote for it and support it? That was the first step, which, I 
think, was unjustified. 

There are rumors of very handsome offers made to them 
to withdraw, but I do not press that, though I should like 
some facts about them. Now we have a statement by the 
Company that the time limit has expired, and it is really a 
plain invitation to stop the canal. Again I ask, were the 
British Government party to this decision, as they are said 
in the press to have been? If they were, since they are talking 
about other people breaking the 1888 Convention, I would 
ask the Government if they have considered whether they are 
not themselves [obstructing] the 1888 Convention. Oh yes. 
Honorable Members should not speak too soon. They should 
look up the Convention first because it pledges the signatory 
powers to do nothing whatever to obstruct the canal in any 
way. 

The other thing I want to say about the pilots, and I am 
saying it on behalf of our Party, is that if there is a slowing 
down of traffic through the canal as a result of shortage of 
pilots I must make it plain that in our view that would not 
on its own justify war by us. I shall not say more than that 
but I want to make that perfectly plain. 

I want to make one further general comment. Surely it is 
of some concern to Honorable Gentlemen opposite what is the 
reputation of this country abroad? Do they really want it to 
be said all over the world that the British and French Govern- 
ments deliberately provoked an excuse for armed intervention 
against Egypt? Because that is exactly what will be said. I 
can only say that Honorable Gentlemen opposite are desper- 
ately wrong if they think that we are the only people saying 
this kind of thing. They really should try to find out what 
people in other countries are thinking. 

I want to say positively what I think we ought to do. We 
ought to take this matter at once to the Security Council, and 
we ought to take steps to influence opinion in our favor. We 
can do that in two ways. We can first renew the appeal which 
was made up to a certain point by the British and French 
Governments to the pilots asking them, despite their difficult 
conditions, to do everything they can to keep the canal open. 
It is obvious that if the canal traffic is blocked in this way, we 
would want everybody to accept that it was the direct result 
of Colonel Nasser’s action and not the result of any provoca- 
tion from Britain and France. That is the argument. Are we 
trying or are we not, to get a settlement of this dispute? Of 
course I know that many Honorable Gentlemen Opposite do 
not want a settlement at all; but I understood the Prime 
Minister to say, despite other things in his speech, that the 
Government would do all they could to get a settlement. Well, 
here is something they could do. 

Secondly, the Government should make a declaration now 
that they will not use force except in accordance with the 
Charter of the United Nations. Thirdly, they should make 
it plain that they will accept any decision of the United 
Nations on this dispute. 

The issue which is before us today is not whether we are 
pro- or anti-Nasser. It [is not] what our case is—I think 
we have a good case. It is not what are our aims, as stated 
by the Government for the operation of the canal. They have 
been stated by the Government and I repeated them earlier. 
We agree with them. The issue here, in this House and in the 
country, and indeed beyond, is whether we are to [press this] 
case through the United Nations in accordance with the 
Charter or whether we are to try to decide it for ourselves. 

Yesterday's statement referred to the intention of the 
British and French Governments to uphold the rule of law, 
but all that we have heard since then from Honorable Mem- 
bers Opposite is that they intend to do that, but to take the 
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law into their own hands. Upholding the rule of law means 
allowing other people, independent persons, to decide for us 
and not deciding for ourselves. 

I realize, of course we all do, that the United Nations is 
imperfect and not yet the world authority which we, at least, 
would like to see it become; but the real issue before us today 
is a fundamental one. It is whether we wish, as a country, to 
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create that world authority or whether we wish to relapse into 
international anarchy. Every motive—self-respect, self-interest, 
our responsibility for world leadership, our membership of 
the Commonwealth, our alliances—all these things point to 
the same conclusion; that we should stand by our pledges to 
the United Nations honestly and fairly and, by our restraint 
and our patience, set an example to the world. 





A CHALLENGE FOR SALES EXECUTIVES 
By G. KEITH FUNSTON, President, New York Stock Exchange 


Delivered at Sales Executives Club of New York, New York City, September 11, 1956 


years old when I began to attend these luncheons. Little 

did the neophyte member anticipate that one day he 
would be asked to speak at such a meeting. Even less, did 
I ever dream that I'd receive your highly-prized applause 
award 

Your kindness here today does, in fact, buttress my own 
concept of the role of the securities industry, and of the Stock 
Exchange, in our business life. 1 am happy to be the symbol 
of the Exchange on this occasion and to accept on its behalf 
the great honor you have done me. 

I appreciate the meaning of your awerd. 

I am particularly penta to be numbered among the dis- 
tinguished company of men who have been saluted similarly 
in the past. 

As sales executives, all of you deal in merchandise of one 
kind or another. Our Exchange community does the same, 
although we believe—as every sales manager does about his 
own product—that owr merchandise is very special. For one 
thing, we are selling the idea of broader ownership of Ameri- 
can industry. This is a most durable commodity. For another, 
our merchandise—securities—is neither consumed nor worn 
out in the orthodox sense. Rather, it has a long-range and 
lasting impact on our total way of life. It helps determine 
the nation’s capacity for growth and the individual's capacity 
to share in that growth. And it helps establish higher national! 
standards of living while shaping a wide range of personal 
goals 

These particular qualities help explain the Stock Exchange's 
dedication to the idea that people everywhere must be given, at 
the very least, an opportunity to learn about our “product” 
and to decide for themselves how securities fit into their own 
personal financial picture. 

Since we are all engaged in selling merchandise, I should 
like to explore several vital and often-overlooked links be- 
tween us. Our situation is best illustrated, perhaps, by the two 
men, a sales executive and production manager, who, in order 
to end their traditional feud, decided to go hunting together. 
While laying out their equipment, the production manager, 
imbued with the prospect of the chase and oblivious to warn- 
ings, suddenly grabbed his rifle and bolted into the jungle 
alone. 

There he encountered a full grown lion; he raised his rifle, 
sighted carefully and pulled the trigger. The rifle went click, 
but that was all. He had, it seems, rushed off without ammuni- 
tion. Being adept at innovation and thinking quickly—he was 
after all a top-notch production man—he shouted, “Hey, lion, 
follow me!” The lion did—very closely. Puffing and winded, 
the production manager reached camp and yelled for the 
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sales manager. “I brought you a hot prospect,” he gasped. 
“Now it’s your turn!” 

Well, 1 am neither a production manager nor a big game 
hunter. But in many areas of our economic life today, it is 
indeed “your turn”—the sales executives’ turn to explore the 
significant but often subtle relationships between sales and 
securities. It is your turn to examine the future corporate 
growth of your company in a world that will bear little 
resemblance to the past. 


RELATIONSHIP BETWEEN SALES AND SECURITIES INDUSTRY 
BASED ON UNIQUENESS OF OUR SOCIETY: CHANGES 
IN BUSINESS OWNERSHIP SEEN IN NEw NYSE 
CENSUS 


The economic relationship we share rests fundamentally on 
the uniqueness of our society. In all the world no people have 
been more mobile and flexible in their hopes and achieve- 
ments, or freer to seek their own destinies. And at no mo- 
ment in America’s history is this truer than today. We grow 
numerically and we grow industrially; we grow educationally 
and creatively. We see a changing picture in many forms: 
we live better; we live longer and healthier lives; we work 
fewer hours, and we retire earlier to enjoy the rewards of 
greater productivity. 

These patterns of change reach into every phase of our 
political, cultural, social and economic activity. And one 
change in particular has occupied the Stock Exchange in recent 
years. It is the creation of a broadly-based, vigorous economic 
democracy that is unlike anything ever attempted or achieved 
before on so grand a scale. 

Some seven weeks ago, after more than a year of painstaking 
research, the New York Stock Exchange was able to throw 
a welcome, new light on the sharp transformation that has 
taken place in the ownership of American business. Through 
a new 1956 Census of Shareowners, we documented the un- 
obtrusive, continuing and probably least-heralded economic 
revolution in history. 

Here is what we discovered about the people who own 
America’s corporate businesses. 

First, publicly-held companies are owned directly by 
8,630,000 individuals—or one out of every 12 adults in our 
nation. This represents a 33 per cent jump over four years 
ago. And the rate of increase is accelerating, for half the jump 
occurred during 1955. 

Second, today’s stockholders live in every section of the 
country, represent every occupation group, every walk of life 
and every income level. Two-thirds of all shareowners, to cite 
one striking fact, have incomes of under $7,500 a year. And 
a statistical portrait of the average shareowning capitalist 
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reveals a person who is 48 years old, who has an income of 
$6,200 a year, and wh-—-surprisingly—is more apt to be a 
woman than a man! 

Finally, if stockholders in privately-held companies are in- 
cluded, the total would go to more than 10 million who are 
sharing directly in the rewards—and the risks—of the U. S. 
system of enterprise. 

This, then, is the shareowning picture. No sales executive 
with a product or service to sell can afford to ignore the impli- 
cations of these facts. The nation has more investors than ever 
before, drawn increasingly from the middle-income millions. 
And perhaps most important, the idea of direct participation 
in business, through shareownership, is working itself deeper 
and deeper into the fabric of family life. 


CAMPAIGN TO BROADEN OWNERSHIP REQUIRED SPECIAL 
EDUCATIONAL AND MERCHANDISING TECHNIQUES, 
ENCOUNTERED SPECIAL PROBLEMS 

Quite an educational and selling job has been necessary to 
bring this about—particularly in light of the fact that we 
have discovered that less than 25 per cent of the adult popu- 
lation can even define a common stock! 

As executives dependent upon a favorable business climate 
among the American public, you may be interested in how the 
job was accomplished, in what remains to be done, and in how 
you are apt to be directly involved. 

Several years ago the New York Stock Exchange and its 
Member Firms embarked on major advertising and merchan- 
dising programs to take the mystery out of investments. To 
bring the story of shareownership closer to home, we set up 
community relations programs and speakers bureaus in 60 
cities, spearheaded by Member Firm representatives. This pro- 
gram will be expanded eventually to about 200 cities. 

The Exchange prepared films, a monthly magazine and 
information programs aimed at specific groups such as stu- 
dents, employees, and shareowners, as well as the general 
public. The formation of investment clubs has been encour- 
aged. The Monthly Investment Plan, a pay-as-you-go system of 
stock purchases, has been introduced and promoted, putting 
investments within the practical reach of many. In the 31 
months of its existence over 77,000 such MIP plans have been 
started. An Exchange-sponsored uniform law making it simple 
to give stock gifts to minors has been passed in 13 states. 
We have studied and recommended ways of revising such 
unproductive taxes as the capital gains levy and double tax 
on investors’ earnings, which are inhibiting investments. And 
we have suggested methods of meeting industry's continuing 
need for growth money. 

All of this has been done, I might add, under almost in- 
superable, self-imposed restrictions which would be the despair 
of almost every sales executive here today. The public’s exist- 
ing misinformation made it imperative, we believed, to post 
warning flags in every effort we undertook. Do NOT buy 
stocks, we urged, wnless you can afford it, wnless you under- 
stand the risks as well as the gains, unless you have a steady 
income, cash savings and a reserve fund to protect you against 
the unexpected. 

Then, we told our audience: “After you have studied your 
situation carefully, determine your investment objectives, get 
the facts, seek sound advice from a reputable broker, and stay 
away from tips, rumors and get-rich-quick schemes.” In addi- 
tion to informing those who knew little about securities during 
the bull market of recent years, we have been attempting to 
give conservative and sound direction to the public’s enthu- 
siasm for securities. 

I submit that our approach, necessarily and properly cautious, 
probably has no counterpart in modern advertising and mer- 
chandising. To appreciate the restraints we imposed on our- 
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selves, assume you are selling a food product—and_ consider 
your own reaction and the consumer's to an advertising cam 
paign that warns repeatedly: Do NOT buy this product with- 
out first checking your calorie chart, your doctor, your dentist 
and your dietician! 

The very fact that shareownership has increased so markedly 
makes our progress all the more noteworthy. But we need not, 
I think, overly rejoice. In a nation of almost 170 million 
people, 10 million shareowners is but a beginning. The job 
ahead of us calls for the increasing of economic understanding 
on a mammoth scale. This can be done only by the kind of 
dedicated salesmanship that sales executives have demonstrated 
in moving the economy up to its present levels. In the securi- 
ties business there is a great deal we must learn from industry 
about salesmanship . . . a great deal we must learn about how 
to compete successfully for the individual’s savings dollar. But 
let’s not dwell on the problems the securities industry itself 
must solve. 

Rather, let me comment on some disturbing elements in 
the shareownership picture which involve sales executives and 
their place in this scene. 

The most disconcerting is the fact that among executives 
and sales people, the incidence of shareownership is extraordi 
narily low. For example, among executives who are presumably 
in the upper income brackets, only one out of four is a 
shareowner. 

This makes me wonder whether even executives are show 
ing the same enthusiasm for their corporations as they are for 
the products of those corporations. It makes me wonder 
whether or not even executives have enough understanding 
and faith in the U. S. form of enterprise to want to share 
directly im its future. 

Ir should not be necessary, perhaps, even to pose these 
questions. Yet the answers are important, because the future 
financial needs of American industry dwarf anything the 
economy has ever known before. Meeting these needs soundly 
requires adding another “M”-——“mass investment”—to the 
miracles of mass production, mass distribution and mass con 
sumption. It is an old axiom, but true, that before your sales 
force can move goods out, your companies will need additional 
venture capital to produce those goods 

A quick look at what we can expect by 1965, a bench-mark 
for almost exerybody’s planning, will indicate just what I 
mean. 

Within a scant decade we wil] have to provide for a popula 
tion of 190 million people, up 15 per cent over today’s level 
We will have to furnish jobs for a labor force of 79 million 
also up 15 per cent. And assuming that our economic growth 
simply maintains its recent rate, this means our gross national] 
product must increase by 39 per cent to $535 billion 

There is no reason why this goal should not be attained 
There is every good reason why it must. For unless the total 
volume of goods and services keeps pace with the expanding 
population, it is a matter of simple arithmetic that our hunger 
for an even better standard of living cannot be satisfied 

But to accomplish this, industry must grow along with our 
population. Our society will need more. To have more we 
must want more—and want it badly enough to plan intelli 
gently, in advance. This means that industry must research and 
revise, explore and expand. For this you need more plants 
and tools, more trained personnel and more ingenuity. The 
best and soundest way all this can be provided is through 
the harnessing of additional creative capital. And we have 
reached a point in our development where the people most 
intimately concerned—executives like salesmen 
and workers—will, in their own self-interest, have to venture 
many of the billions that will be required 
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New Equity Neeps: $680,000 Every Hour BETWEEN 
Now AND ‘65; FoR SALES EXECUTIVES, BROADER 
OWNERSHIP OPENS Door TO MORE CUSTOMERS 

By way of illustration, we estimate that in the next 10 years 
financing corporate growth on a sound basis will require rais- 
ing $60 billion of new money through the sale of stock. 

This is fully 200 per cent more than corporations obtained 
from selling new stock in the prosperous years since World 
War II. It is an enormous order—$680,000 every hour of 
every day from now until the end of 1965! Burt it is ex- 
ceeded only by the horizons that such growth will open for 
your companies and your sales people. 

It is plain that if the job of harnessing our investment 
potential is successful it will provide the plants and tools 
capable of turning out the $535 billion of goods and services 
you must move to market ten years from now. 

It will provide you, also, with matuy more stockholders who 
are likely to be loyal, enthusiastic prospects for your products. 
If, for example, the stockholder family of public corporations 
continues to grow at its 1952-1956 rate, by 1965 it shall have 
expanded another 45 per cent to a total of 124% million people. 
Including private corporations, our total shareowning popula- 
tion should approach 15 million. Implicit in such an accom- 
plishment is the fact that industry will have the expansion 
money # needs. 

There is, I think, an inevitability about the spread of share- 
ownership in America. It fits the time, the mood and the 
needs of a people grown prosperous. This development offers 
business and sales leaders an opportunity to help shape such 
growth soundly, rather than waiting for the trend towards 
broader ownership to overtake them. 


SALES EXPECUTIVES HAVE MEANS OF BROADENING OWNER- 
SHIP WITHIN FRAMEWORK OF THEIR OWN 
OPERATIONS 


If sales executives accept this challenge as something likely 
to have an important bearing on your future, there are specific 
steps you might consider. 

Your precinct is an important one. In an economic structure 
that includes only one sales manager for every 1,000 em- 
ployees, you are perhaps our most articulate, persuasive task 
force. And within the framework of your operations I wonder 
if you have considered how the shareownership picture re- 
lates to your immediate sales staffs. 

Inexorably, the salesman’s rewards are tied to performance. 
A recent survey indicates that 77 per cent of all companies 
studied provide incentive compensation in the form of bonuses 
and commissions for their salesmen. Outstanding performance 
is also recognized with merchandise and the all-expense paid 
trip. A few corporations, of course, have gone even further. 
But have enough sales executives like yourselves considered 
awarding salesmen with perhaps the most lasting incentive 
of all—a share of stock m your company, or in firms with 
which you do business? 

Here is a means of rewarding a man today with a tangible 
share of tomorrow—a way of showing him that, through divi- 
dends, he will share in the profits of every sale he makes in 
the future Stock incentives can well become a way to satisfy 
the age-old desire of every employee to own at least a part 
of the tools and facilities with which he works. 

Companies which have explored such stock incentive plans 
have found the sales force working harder, becoming more 
cost-conscious, more knowing about management problems 
and more interested in customer relations. 

This concept applies with equal vigor to your dealers and 
jobbers. “They are not necessarily loyal,” you may argue. If 
this is so, perhaps one of the reasons is that you have been 
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so busy urging them to move goods out, you have overlooked 
the necessity of providing them with a long-term stake in your 
joint success. I asked one sales executive recently about his 
dealer incentive program. “We've taken our best dealers on 
trips for a number of years,” he said. “I guess,” he added, “the 
only trip we haven't taken them on is to the moon.” 

But what about shares of stock—awarded not as a gift, but 
as a basic ingredient in an incentive program? Awarded, as 
another sales executive commented recently, instead of “trips 
dealers haven't time to take, and instead of merchandise prizes 
they can find on their own shelves.” Shares of stock are an 
appealing prize, he maintained. And companies that have 
explored this avenue report a warm reception. They find deal- 
ers putting more effort behind selling the product and the 
company as well. And interestingly, they find dealers temper- 
ing their complaints, posing sober questions about policy 
rather than levying irritated attacks against it. 

Finally, there is the broad area occupied by the general 
public—your ultimate consumer. It is a curious paradox that 
many large companies with superlative labor, press and stock- 
holder relations, are doing very little when it comes to building 
their institutional name with the public-at-large. They are 
selling their goods well enough. But often, they neglect to 
identify the corporate entity behind the package. 

This struck me forcefully a few mornings ago at the break- 
fast table. I'm one of those avid readers of cereal boxes. I 
completed my reading and discovered I knew a great deal 
about the product—everything perhaps, except the name of 
the manufacturer. Well, there has been considerable talk re- 
cently about the new approach in selling—the “sophisticated 
sell” as one magazine called it. This approach is based on 
the conviction that rather than razzle-dazzle headlines, “an 
ounce of charm is worth a pound of pressure.” There is much 
to be said for this low key attack. But minimizing or eliminat- 
ing the corporate name in advertising, packaging and mer- 
chandising seems to carry the idea of “soft selling” to an 
extreme and unfortunate degree. The day may come when 
little-known corporations must move to raise growth money 
by selling stock. Then there will be a hard truth that will have 
to be reckoned with: it is that good will—the ability to iden- 
tify the corporate entity—though rarely capitalized for more 
than a token sum, is among a business’ most valuable assets. 
Investors recognize this. It explains, in our own market place, 
why shares of lesser-known companies so often sell for less— 
in terms of price as a multiple of earnings—than the stocks 
of more aggressive advertisers and sellers. 

There was an early 20th century conviction that a business 
justified itself socially by being efficient and successful. This 
is still true. But it has a 1956 corollary: being successful today 
also means recruiting public support. There are voices in man- 
agement that still argue, “I am making and selling a product. 
I am not selling shares of stock.” But increasingly, they are 
being answerea by men of management who realize it is no 
longer possible to separate the world of sales, with its empha- 
sis on product, from the world of finance, with its emphasis 
on ‘shareowners and the need for creative capital. . 

I do not suggest, of course, that the approaches I have 
mentioned—shares of stock as incentives for salesmen and 
dealers, and more individual stockholders as a means to more 
sales—are new or always applicable. I do suggest, by way of 
summary, that we are entering a new decade of greater ex- 
pansion. Your companies will collectively need billions in 
growth money. They wiil need a loyal and investment-minded 
public not only to buy your products but also to supply you 
with this venture capital. A blunt question grows out of these 
facts: if your product is good enough to sell isn’t it good 
enough to invest in? 
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The burden of answering this question is obviously not 
yours alone. Bur your role in this picture is a rather special 
one. In the corporate structure the sales executive and his 
people—more than anyone else—are in touch with the con- 
sumer. You will be performing a real service therefore if you 
sell the consumer on your company as well as on your product. 
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You and the consumer have made today’s economy healthy 
and strong. The America of 1965 must be stronger still. 
Because of this it follows, I think, that much more of our 
attention will be focussed on your sales mission. The produc- 
tion manager, with the lion in hot pursuit, therefore was tak- 
ing dead aim when he cried out: “Now, it’s your turn!” 


Freedom, Human Welfare and Peace 


A BETTER TOMORROW FOR ALL MANKIND 
By ADLAI E. STEVENSON, Presidential Nominee of the Democrat Party 


Deliwered over radio and television coast to coast network, Harrisburg, Pennsylvania, September 13, 1956 


OVERNOR LEADER, Senator Kefauver, distinguished 
guests and ladies and gentlemen: 

After listening to what Governor Leader said I've con- 
cluded that my words are so valuable this evening I'm almost 
speechless. 

I came here tonight to summon you Democrats to the 
cause of freedom, the cause of human welfare and to the 
cause of peace. 

And I summon all Americans who believe greatly in these 
things to join with us. We claim no monopoly on the ideals 
we assert. They are America’s ideals. The victory we seek is 
not just for a party; it is for a people. 

But we do claim that this victory will come only to the 
bold and to the brave, to those who are willing to work to 
make democracy's ideals come true in the lives of every man, 
woman and child in America—yes, and in the world. This 
is our Democratic goal. This is the victory we seek in No- 
vember. 

And I am going to fight for it with everything that I have, 
and our party is honored that leadership in our cause is shared 
by a man so widely loved and trusted as Senator Estes Ke- 
fauver. 

But it is not by the candidates that this cause will be either 
won or lost. Democracy's price is the participation in it of all 
who believe that it serves their best interest. I join with the 
President of the United States in urging every American, re- 
gardless of his party, to register—and to do it now, to do it 
before it is too late. 

You know, I read here in Harrisburg this morning that 
another political campaign was opened yesterday just forty 
miles from here. Before what the newspaper called a crowd 
of more than 500 of the Grand Old Party elite. You know, 
I went to my dictionary and here is what it said: 

Elite—a group or body considered or treated as socially 
superior. Well, evidently Joe Smith didn’t do any better in 
Gettysburg than he did in San Francisco. 

And for my part I'm mighty glad to be here tonight to 
open the 1956 Democratic campaign before 10,000 Pennsy!- 
vanians with the whole nation as our invited guests. 

This is my third visit to Harrisburg in the past two years. 
Each time that I have come here the crowd gets larger, just 
as each month all across the country the tide of protest and 
of hope has risen. And that’s why, after generations of Re- 
publican rule, the people called on the Democrats to clean 
up Philadelphia; and that’s why, after decades of Republican 
rule, the Governor of Pennsylvania today is a vigorous and 
gifted young Democrat, George Leader. 

And that’s why, too, the next United States Senator from 
Pennsylvania will be a Democrat—a dedicated man of noble 
principle and of demonstrated competence—Joseph Clark. 


And, if I may claim a point of personal privilege, 1 want 
to salute tonight your good friend and my campaign man- 
ager—that wise and gentle Irishman, Jim Finnegan of Phila- 
delphia. 

And what is happening here in Pennsylvania is going on 
in state after state. Just this week the rising tide burst the 
ancient dikes in the state of Maine. 

Now, why is this? I think it’s because the fog is rising, 
because the fog of half-truths and of amiable complacency 
has been penetrated and people perceive, at last, that all is 
not well in Washington and in the world. 

Our Republican friends have been suggesting in one way or 
another that there are no real issues between the parties. 

Well, when someone says that the two parties’ programs 
are just about the same, I say that so are two checks, signed 
by different people. The question is which one can be cashed 
and which one will bounce. 

And I say that for 150 years a check by the Democratic 
party written out to the American people has been worth its 
face value. We say what we mean. We mean what we say. 
And the record proves. 

This is 1956, the fifty-sixth year of our century. America 
has spent twenty-eight years of these years—twenty-eight of 
these years—under Democratic government and twenty-eight 
years under Republican government. 

During these Democratic years what did we do? We 
abolished child labor, we commenced unemployment insur- 
ance, old age retirement, minimum wages, made collective 
bargaining work, guaranteed bank deposits, we financed home 
ownership, started public housing, put a floor under farm 
prices, set up T.V.A. [Tennessee Valley Authority] and 
R. E. A. [Rural Electrification Administration,] protected in- 
vestors through the Securities [Exchange] Commission, con- 
sumers through the Federal Trade Commission and we lifted 
the nation from the rubble of bankruptcy and despair to a 
great plateau of abundance. 

And, and most of all, it was under Democratic leadership 
that this nation met and defeated the greatest threats to indiv- 
idual liberty and national freedom in modern history—and 
what did the Republican leadership give us in the twenty-eight 
years of its leadership? 

Well, there were, there were some accomplishments, but 
the comparison is not very flattering. And that’s why I say that 
to get these things done, America will once again turn to 
Democratic leadership. 

The Republicans have posed the issues of this campaign 
in terms of slogans—of peace, prosperity and progress. 

I pose these issues in terms of facts—the facts of America’s 
unmet human needs, the facts of a revolutionary age of a 
revolutionary world in this hydrogen age. 
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Here are some of the facts: 

In four years—four years of wealth and abundance—our 
Government has let the shortage of schools and of school 
teachers get worse. It has done almost nothing to stop the 
slum cancer which today infects tens of millions of American 
dwellings. And juvenile delinquency which breeds in slums 
- and in poor schools has increased at a frightening rate. 

We have done nothing to help the lot of the poor and 
of our older people, and their situation gets worse as the cost 
of living climbs to the highest point in our history. 

And we've done mighty little to aid the fight against disease, 
or to make up the shortage of doctors and nurses. 

We have watched the vice of higher costs and of lower 
prices close on the helpless farmer whose only defense is 
that he has done his job too well. 

And the smal! business man is now back to the wall. 

Instead of turning our natural resources, our rivers and 
lands and forests to the public good, we have seen them 
raided for private profit. 

And the facts of our progress towards peace are even more 
sobering, it seems to me. The Soviets have advanced, while 
we have fallen back, not only in the competition for strength 
of arms, but even in education. Millions of people have moved 
further toward the false promises of Communism than the 
true faith of freedom. 

And why has all of this happened? 

It has happened because for pine pone now we have had a 
Government which neither fully understands nor wholly sym- 
pathizes with our human needs or the revolution that is sweep- 
ing our world. 

The Republican Administration took office on the pledge 
to make it a business man’s Government. Well, that’s one 
pledge they kept. President Eisenhower filled most of the 
top ranking offices in his Administration with those whose 
lives had been spent in business, and mostly in big business. 

Then—partly by choice, and partly by unhappy necessity— 
we regret that the President turned over to these men of 
limited interests and experience still more of the powers of 
Covernment. 

Where these interests are involved, cutting taxes for the 
well-to-do, turning our natural resources over to private com- 
panies, chipping away at T. V. A. and along with Mr. Dixon 
and Mr. Yates-—these men have been highly effective indeed. 

But where human interests are concerned—the interests of 
the young and of the old, the worker, the farmer, where the 
aaah is to wipe out poverty or to build schools or hospitals, 
co clear slums, even to distribute the Salk vaccine—there, no 
one leads. 

Now I respect Mr. Eisenhower's good intentions. I have 
been accused of undue moderation toward his Administration. 
And certainly the Democrats in Congress have constantly 
rescued the Republican President from his own party. 

Everyone shares in the sympathy for the circumstances 
which have created a part-time Presidency. But we cannot 
understand—and we will not accept—turning the Govern- 
ment over to men who work full-time for the wrong people, 
or for a limited group of people. 

And the plain truth is that this situation would get worse, 
not better, because what influence the President has with the 
Republican leaders in Congress has depended on his running 
again. 

But from here on the future of Republican leaders will 
depend not on Mr. Eisenhower, but the Republican heir- 
apparent, Mr. Nixon. And the Vice President seems to sail 
down wind no matter which way the wind blows. 

Now these, these, my friends, are stern facts. To ignore 
them is perilous. They are the reasons America’s human needs 
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go today unmet. Nor will they be met as long as the Presi- 
dent is not master in his own house. 

I firmly believe that America does not want to rest on dead 
center, that it wants—fervently—to move forward again to 
meet these needs and to live up to the best that is in them. 

I think America wants to be called to build the school 
rooms and to train the teachers our children so desperately 
need. ; 

I think America wants to be called to clear away the slums 
and bring basic dignity to millions more. 

And I think America wants to attack relentlessly the vast 
realm of human pain, and lift from those hit by serious 
accident or illness at least the added burden of grinding 
debt. 

I think America wants to give to the lives of older people 
the dignity and meaning that they yearn for and that they 
deserve. 

As I have in the past, I will lay before you in as full detail 
as a political campaign permits, proposals for meeting our 
needs. And we will talk soberly about their cost and the ways 
and means of approaching them in a responsible manner. 

Whatever we can do here at home will be meaningless 
unless the world is such that what we do can endure. 

When we are spending $40,000,000,000 a year for defense, 
when the peace the Republicans boast about looks more 
fragile by the moment, when the hydrogen bombs and the 
guided missiles are multiplying, when Communist influence 
is spreading among restless millions, when we can lose the 
cold war without ever firing a shot, then I say that most 
of all America is anxious about America—about its peace and 
security. 

It is not enough to pile pact on pact, weapons on weapons, 
or to totter dangerously from crisis to crisis. There must be 
a call to war against the poverty, the hunger, the nothingness 
in peoples’ lives that draws them to communism’s false beacon. 

We must guide the hopes of mankind away from the blind 
alleys of extreme nationalism or bogus Communist interna- 
tionalism. We must turn them instead to an ideal of partner- 
ship between the nations in which disputes are settled by 
conciliation, not violence, and in which the weapons of death 
are limited and controlled. We Americans have never been 
and we never will be a nation content just to count today’s 
blessings. 

We have confidence in ourselves—confidence that we can 
build what we have to build, that we can grow as we have 
to grow and that we can charge as we must change, and play 
our full part in the making of a new America—a better 
tomorrow for ourselves and for all of :uankind. 

Our plan for Twentieth Century man is not just for his 
survival, but for his triumph. 

If 1 were to attempt to put my political philosophy tonight 
into a single phrase, it would be this: trust the people. Trust 
their good sense, their decency, their fortitude, their faith. 
Trust them with the facts. Trust them with the truth. Trust 
them with the great decisions. And fix, as our guiding star, 
the passion to create a society where people can fulfill their 
best selves—where no American is held down by race or 
color, by worldly condition or social status, from gaining what 
his character earns him as an American citizen, as a human 
being and as a child of God. 

So I say to you, my friends, let us be up and doing, probing 
ceaselessly for solutions of today’s problems and the new ones 
tomorrow will leave upon our doorstep. And if you share my 
view, if you share the Democratic view, that this election is 
a summons to a sleeping giant, then I hope you will join 
us to make that summons clear and strong on Election Day 
and to help us march forward toward the new America. 








“ 


B. BREWSTER JENNINGS 
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A Richer Life in a Poorer World 


MORE TEAMWORK WILL BE REQUIRED 
By B. BREWSTER JENNINGS, Caiman of the Board, Socony Mobil Oil Company, Inc. 
Delwered before the Rotary Club of Los Angeles, Los Angeles, California, September 14, 1956 


OUNG PEOPLE WHO will cast their first vote this 
November will spend their retirement in the 21st Cen- 
tury, now only 44 years away. 

Their business careers will span most of the last half of what 
in all probability is the most important and significant century 
of all the tens of thousands of years that man has lived on 
our planet. 

This is so because of the rapid development of iacustry and 
science since the great inventions of the 19th Century. 

I propose today to review some of the more important things 
that have happened in the 20th Century to date, give you my 
guess as to what we may expect between now and the year 
2000, and then suggest certain courses of thought and action 
which appear essential if the great problems we face are to be 
dealt with effectively. 

As a starter, let us look at just a few of the changes that 
have taken place in our population and in our use of energy 
and of certain basic raw materials since the tura of the century. 
Our population in the United States has more than doubled. 
Our energy use is nearly five times what it was. Our copper 
consumption is seven times the 1900 figure, and our steel con- 
sumption more than 10 times. Our oil use is 75 times what it 
was. Trends in the rest of the world have been similar though 
not as pronounced. ; 

Enormous as these increases are, some of them would have 
been bigger still except for the introduction of new raw ma- 
terials, the use of which has grown even faster. Our consump- 
tion of aluminum, for example, which in some areas competes 
with copper, has increased at an annual rate three times as fast 
as our use of copper. 


MORE PEOPLE CONSUMING MORE PER PERSON 


What has made the increase in our energy use and raw 
material consumption almost explosive in character is the mul- 
tiplying of a rapidly growing number of people by an even 
more rapidly rising standard of living—more people consum- 
ing more per person. 

Our ability to meet this demand is far more of a testimonial 
to our natural resourcefulness than to our natural resources. 
By invention and industrial organization our people have 
managed to meet the problem along two lines, first by making 
a ton, a barrel or a cubic foot of raw material go farther—do 
more work—than ever before, and second by producing more 
and more from sources either poorer, or less accessible, or both. 
Let me cite just a few examples: 

Along the line of making better use of our raw materials, 
at the turn of the century it took about seven times as much 
coal to generate a kilowatt hour of electricity as it does today. 
Only 38 years ago it took twice as much crude oil to produce a 
gallon of gasoline as it does today, and that earlier gasoline 
was not nearly as good as today’s. Thirty or 40 years ago, ex- 
cept in unusual cases, oi] men were lucky to recover a quarter 
of the oil in a field. Now, recovery of more than twice that 
much is not uncommon. 

Along the other line—using poorer and less accessible 
sources of raw materials—half a century ago all of our iron 
ore was so rich it could be taken directly to the blast furnaces. 
Nowadays more than a quarter of all the iron ore shipped in 
this country and Canada has to go through an expensive, eight- 


step beneficiation process requiring enormous capital invest- 
ment. 
MINERS ARE HAVING TO GO DEEPER 

Miners are having to go ever deeper for the rich iron ores 
that are left in our own country, and at the same time the 
steel companies are developing new sources in other countries, 
all the while comparing the rising cost of using deeper or 
lower grade ores at home with the risks and costs of finding 
and mining ores elsewhere and transporting them to the 
United States. 

When iron was first discovered on the Mesabi range in 
northern Minnesota, there was nothing to do but scoop it up 
But in recent years, to get at a body of ore in Caaada, one of 
our steelmakers drained a lake, and another, to get ore from 
a mountain in Venezuela, built a railroad, dredged a river, 
then erected a new steel city on the Atlantic seaboard of the 
United States to process it. 

In the petroleum industry the story is much the same. We 
find ourselves forced to go ever deeper and farther away for 
oil. Last year in this country oil producers drilled 78,500 feet 
roughly 15 miles—for every million br rels added to reserves. 
Only 10 years earlier the same addition to reserves was ob- 
tained by drilling 50,000 feet. Last year we had to drill 20 
wells to find a million barrels of oil. Ten years earlier it took 
only 14 wells. 


OIL FOR THREE AND A HALF Hours 


A million barrels of crude oil, by the way, meets the needs 
of the American ‘people for less than three and a half hours. 
Between now and the time you start home from work this 
evening another million barrels of oil will be gone forever. 
In our business there is no scrap to be reused. 

The greatest single discoveries added to our domestic re 
serves it) recent years have been made by wells drilled out of 
sight o§ land in the Gulf of Mexico. Taking the world as a 
whole the greatest additions to reserves in the past 10 or 15 
years have been found in the are. to the north and west of 
the Persian Gulf. There as a matter of fact, halfway around 
the world, lie two-thirds of all the proved oil reserves on earth 
today. 

The story of copper has not been unlike that of iron and 
oil. In the 18th Century ores assaying less than 13 percent 
copper were considered impracticable. By the beginning of this 
century the average grade of copper ore being processed was 
about 5 percent. Currently it is well below 1 percent. In the 
Great Lakes region mines are today recovering copper from 
materials which they discarded as waste five decades ago 


PROBLEMS GETTING HARDER ALL THE TIME 

Every one of you can think of other examples, each a tri 
umph of resourcefulness. We can be proud of them but not 
complacent because our problems are getting harder all the 
time. 

As we look ahead to the year 2000 we must anticipate, first 
continued population growth. While experts do not agree pre 
cisely im these matters, it is competently estimated that a 
compared with a pegation of two and a half billion now 
the world will contain three and a half billion people by the 
end of this century. If the present rate of natural increase con 
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tinues, the population of the United States can double by the 
year 2000. 

Second, we must anticipate continued improvement in liv- 
ing standards throughout the world. Not only will the relative- 
ly well-to-do live better but the millions now living margin- 
aliy will attain a substantial level of comfort. 

Our third anticipation is a consequence of the first two. It 
is that more people living better will pose a tremendous 
challenge to the world’s agriculture and industry to supply 
their material wants. What we have seen in the first half of 
this century in that regard is only a foretaste of what we 
must expect in the next 44 years. 

Fourth, there is every reason to anticipate that the problems 
of meeting these rising demands will become progressively 
greater as depletion of irreplaceable natural resources forces 
us to turn to even less accessible and still poorer sources of 
raw materials. 


DEPEND ON MENTAL AND MORAL RESOURCES 

Some of the best work and most stimulating thinking along 
these lines has been done right here in southern California at 
the California Institute of Technology. The Cal-Tech findings 
boil down to this; Given sufficient energy, the essential raw 
materials can be obtained for the indefinite future. Given 
sufficient capital, the needed energy can be made available. 
But in the last analysis these prerequisites depend on mental 
and moral resources—on education, inventiveness, organiza- 
tion and management, and fair play. 

If tuis appraisal of probable developments between now 
and the next century is valid, it follows that our civilization is 
confronted with a tremendous challenge. How can this chal- 
lenge best be met? 

It may help us if we start by inquiring how we got where 
we are. Basically the problems of the second’ half of this 
century seem likely to differ from those of the first half more 
in size than in nature. If we are wise enough to recognize the 
sources of our progress in the past, we may see how to main- 
tain and increase it in the future. 


MAN’S GREATEST DISCOVERY—TEAMWORK BY AGREEMENT 


Man's greatest discovery is not fire, or the wheel, or the 
internal combustion engine or atomic energy, or anything in 
the material world. It is in the world of ideas. Man's greatest 
discovery is teamwork by agreement. I do not mean to sug- 
gest that every agreement to work together has been good. 
That would be like arguing that every fire has benefited man- 
kind. But the advance of civilization can almost be told in 
terms of widening appreciation of the fact that working to- 
gether to produce more of the good things of life pays better 
than fighting with one another over the division of what is 
already available. 

Nowhere on earth and at no time in history have so many 
men worked together of their own free will under a common 
direction as in the business organizations of our country. If 
there is one thing that seems certain for the rest of the cen- 
tury it is that such teamwork, on an ever increasing scale, is 
going to be required just to maintain present living standards, 
let alone improve them. And they must be improved if for no 
other reason then that human happiness is based on having 
things a little better each year, both materially and spiritually, 
than they were the year before. 


PROGRESS INCREASES NEED FOR TEAMWORK 
Every step of the way on the long road of human progress 
has increased the need for teamwork. A man can transport 
himself and his goods by walking or even by riding a horse if 
he can catch himself a horse. That requires little or no team- 
work. A wagon or a stagecoach provides better transporta- 
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tion, but requires more teamwork. And, of course, an im- 
mensely greater amount of teamwork is needed to move us and 
our by auto, truck, bus, train, ship or airplane. 

A few men with a few tens of thousands of dollars of sav- 
ings can drill a shallow oil well in settled country. It takes a 
much bigger organization to build a steel-legged island in the 
Gulf of Mexico or in the Pacific Ocean, and from it drill a 
well reaching down miles below the waves. Similarly the costs 
and risks involved in searching for oil in underdeveloped 
countries across the ocean are of an entirely different dimension 
from those in this country. It is necessary to build docks and 
roads and water systems and complete towns, to bring in vast 
stores of equipment, and skilled people to train the nationals 
for a variety of jobs. On top of all that, facilities for transport- 
ing, refining and marketing the oil have to be created, some- 
times from scratch. 

No major oil development in the Middle East is now the 
undertaking of a single company, even though the leading 
companies in the oil industry are of substantial size. There was 
one exception in recent years but that exception no longer 
holds. Iranian oil formerly produced wholly by the Anglo- 
Iranian Oil Company today is being handled by a consortium 
of oil companies from England, France, the Netherlands and 
the United States. 

The history of the development of foreign sources of iron 
ore has paralleled oil. One or two of the tha steel com- 
panies have ventured abroad alone, but their smaller com- 
petitors have banded together in joint ventures to share the 
enormous costs and risks both in foreign operations and in 
working low grade ores in this country. 


Too BIG FOR THE BIGGEST 


Perhaps the most spectacular of the recent examples of the 
ever increasing need for more and bigger teamwork was the 
discovery and release of atomic energy by a gigantic wartime 
consortium under government auspices in an effort far too big 
for any single company—even the biggest. In effect the gov- 
ernment mobilized the nation’s industrial and research re- 
sources for the Manhattan project in much the way that it 
mobilized its manpower for the armed services. For the most 
part the government was no more responsible for the facilities 
and talents mobilized than it was for the minds and bodies of 
the men and women who made up our defense forces. The 
government's role was simply to bring about a bigger piece 
of teamwork than private industry had thus far developed. 
Indeed it is a question whether under some of the interpreta- 
tions given our antiquated anti-trust laws private industry 
would have been, or would today be, permitted to engage in 
teamwork on the scale that was necessary to put the atom to 
work. 

TEAMWORK REQUIRED TO CLIMB EVEREST 


The farther mankind pushes out the frontiers of knowledge 
the larger must be the safari organized to take the next scienti- 
fic explorer into the unknown. You or I could walk up Mt. 
Whitney alone, —_ enough time, on trails builts by others, 
but it took hundreds of men working together to enable the 
first two men to reach the summit of the world’s highest 
mountain. The individual is no less important than he ever 
was, but in more and more fields of human endeavor, large 
scale teamwork is required merely to place the individual on 
the perimeter of the known world where discoveries become 
possible. 

As I have indicated, teamwork by agreement takes many 
forms, but its essence is that men join together to accomplish 
what they could not do at all, or as easily, or as well, by them- 
selves. It is teamwork when one man plants corn enough for 
two while the other makes a hoe. It is teamwork when 74,000 
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Socony Mobil men and women coordinate their efforts in all 
parts of the world to find, produce, transport, refine and 
market oil. It is teamwork when one man, who knows how to 
operate an electronic calculator, gets the answers to problems 
he did not originate and may not understand, to aid another 
man who thought up the problems but has not learned to 
operate the calculator. And ii is teamwork of the most essential 
kind when investors—men, women, colleges, hospitals and in- 
surance companies—agree to supply the tools and materials for 
a project they may never even see, in return for a promise to 
repay their capital with interest or to give them a share in 
the profits, if any. 


In this respect, too, we see the need for teamwork on a - 


larger and larger scale as capital costs increase and accumula- 
tions of capital in individual hands are pared by income and 
inheritance taxes. How to raise the necessary capital to meet 
the challenge of a more abundant life for more people from 
poorer resources may prove to be the most difficult of all the 
big problems we face in the next 44 years. 


Must CONTINUE TO RELY ON RETAINED EARNINGS 


It seems likely that continued reliance must be placed on 
retained earnings to finance a substantial portion of the capital 
needs of industries faced by such raw material development 
problems as we have been considering. The unforgivable sin 
for business, big or little, is to fail to supply the public with 
the goods or services it wants when it wants them. Business 
managers facing huge capital requirements due to expanding 
demand, costlier raw material sources and depreciation charges 
made inadequate by inflation have found as a practical matter 
that it is almost impossible to raise on the outside all the 
capital they need, when they need it. Ours being a free country, 
our fellow citizens are able to do what they wish with what- 
ever part of their income is left after taxes. A good many save 
relatively little. While their spending of the balance may help 
our sales, it does nothing *c meet our capital requirements 
unless we manage to make sufficient profits to finance intern- 
ally. 

A TAX ON TEAMWORK 

Ironically, both at home and abroad, at a time when capital 
needs loom larger than ever before we find powerful forces 
working to discourage that form of teamwork we call in- 
vesting. 

At home the primary deterrent is inflation, which means 
that the lender gets back Jess purchasing power than he lent. 
That hits at all savings, pooled or not. There is a tax proposal 
in Congress, however, which would strike directly at team- 
work by investors. It is a proposal to apply a graduated in- 
come tax to corporations just as to individuals. Superficially 
plausible, this proposed tax reflects a lack of understanding of 
the need for and the nature of teamwork in our present-day 
society. ) 

Today's large corporation represents a pooling of the sav- 
ings of many people—some of them individually wealthy, 
some of them in very modest circumstances and the vast 
majority somewhere in between rich and poor. In many corpo- 
rations the number who participate in this teamwork through 
the pooling of capital exceeds by far the number who par- 
ticipate through the pooling of skills. Of the 25 largest U. S. 
industrial corporations, 19 have more shareholders than em- 
ployees. Our company has more than twice as many. 

The fact one corporation is larger than another does not 
mean that its shareholders are on the average wealthier in- 
dividuals or that they are different in any other significant way 
from those of the smaller corporation. Instead it usually means 
simply that there are more of them. Generally speaking, the 
larger a company is in capital assets, the larger the number of 
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people who have pooled their savings in it. I think anyone 
who sees this point clearly wiii reject the notion that higher 
tax rates should apply to large corporations than to small ones. 
Or that, at a time when greater teaznwork is our best hope, in- 
vestors who join forces to do a job should be penalized simply 
for teaming up. It would be analogous to penalizing employees 
for working for a big company. 


REAL PROBLEM OF UNDERDEVELOPED NATIONS 

Abroad, the threat to investor teamwork manifests itself 
most frequently as nationalization. Without getting into any 
legal arguments about the rights of sovereign nations to na- 
tionalize, anyone who sees the next 44 years as I do must con- 
clude that the real problem of underdeveloped nations insofar 
as foreign capital is concerned is not to get control of that 
which has already ventured within their borders, but rather to 
attract the vastly increased amounts of fu.cign capital they 
urgently need. There are great differences in respect to the 
availability of capital in different countries, and thus far, ex- 
cept by conquest, no nation has found a means to conscript 
capital from another nation. Instead of asserting the power to 
break their contracts unilaterally, nations needing foreign capi- 
tal should be asking themselves if there is not some way 
whereby they can make pledges on which outside investors can 
rely. 

I suggest that what is most needed is an affirmation by 
civilized nations that a sovereign power has the authority to 
make a contract binding on itself. Precedents to the contrary 
notwithstanding, world trade may be strangled in semantic 
red tape unless a way can be found to put an end to the ab 
surdity that a sovereign power, like a minor child, is incapable 
of giving investors assurance thac it will do what it specifically 
promises to do, and will not do what it specifically promises 
not to do. 

Sometimes people seem to think too much about what may 
be legal, and too little about what is wise. 1 know of no better 
way of killing the goose that lays the golden eggs than for an 
underdeveloped country to intimidate foreign capital. Perhaps 
that is why I have a good deal of confidence that if emotions 
can be quieted down, self-interest will dictate a course con 
ducive to continued teamwork across international boundaries. 

If, as I believe, teamwork on an ever larger scale is going 
to be required to solve mankind's material problems in the 
next 44 years, is that good or bad? 

You may be wondering whether I envision a world in which 
a few giant companies control everything. I don’t. There are 
jobs for which a big company is no more suited than a sledge- 
hammer for swatting flies. Such jobs will always be done by 
small companies, partnerships or individuals in business for 
themselves. To the extent that such enterprises are run by 
capable individuals who have enthusiasm for their work, de- 
vote themselves to it and make the most of the advantages they 
have over big companies in flexibility, their future is secure 
and their number should continue to increase. 


BIG INCREASE IN SMALL BUSINESSES 


This is not just theory or wishful thinking. The number of 
operating businesses in our country reached a record high of 
four and a quarter million at the end of last year. In 1929 the 
total was three million. It dropped below that in the depression 
of 1932 and again during the war, so the increase in the num 
ber of businesses in the last decade has been sharp. And, by 
the way, some of those that were small 10 cr 20 years ago 
have grown pretty big. 

Further supporting the thought that big business and small 
business complement each other was a car card | saw in the 
New York subway on my way home a few nights ago. 
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“Almost 1,000,000 New Yorkers are engaged in manufac- 
turing,” it said. “The world’s leader in manufacturing, New 
York, has over 42,000 manufacturing plants turning out prod- 
ucts of almost every nature.” 

What interested me most was the fact—if my mental arith- 
metic was correct—that the average manufacturing plant in 
our biggest city has fewer than 25 employees. 


BiG BUSINESS NO OCTOPUS 


Big business today is not an octopus that grows by devour- 
ing smal! pusinesses, but rather is a central facility like a rail- 
road or highway along which all kinds of small businesses 
spring up both to serve the big business and to take advantage 
of the new opportunities it creates. General Motors has 21,000 
suppliers and reports that out of 12 and a half biilion dollars it 
took in last year it paid out six billion to those suppliers. So- 
cony Mobil and all its United States affiliates, of which of 
course General Petroleum is one of the more important, sup- 
ply 2,700 independent distributors and 34,009 independent 
dealers who sell our products, and we buy from some 15,000 
companies, 

There are some who feel that while big business is neces- 
sary, it is socially undesirable, that it tends to exalt material 
values at the expense of human values. In my opinion such a 
view is without foundation. Let's look at the record: 

Big companies instituted old-age pensions 30 years or more 
before our government got around to social security. In my 
own company our pension plan dates back to 1903. 

Big companies have led the way in introducing safety meas- 
ures to protect their workers. 

Big companies have set the pace in conservation and anti- 
pollution measures. 

Are we to infer from all this that big companies are mana- 
ged by more humane and statesmanlike men? Frankly, I doubt 
it. By and large I think the men in big business have pretty 
much the same virtues and the same faults as the general run 
of mankind. 

SOCIAL BENEFITS CAUSE BIGNESS 

The social benefits of big business are both a cause and an 
effect of bigness. How a cause? In our competitive society 
companies grow big because they do a better job for the cus- 
tomer, the shareholder and the employee alike. Pension and 
other benefit programs help to attract good employees. Safety 
measures, notably when a company is large enough to be a 
self-insurer, cut operating costs. Conservation is basically 
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waste preventive. You may remember that big meat packer’s 
slogan, “We use everything but the squeal.” Ir took rationing 
and the black markets of the second world war to bring home 
to us the truth and the value to the customer of that slogan. 
When cattle were slaughtered one or two at a time by local 
butchers the loss of by-products, some of them essential in 
medicine, was appalling. 


SOCIAL BENEFITS RESULT FROM BIGNESS 

How are social benefits a consequence of bigness? 

Big companies must take a longer view than small ones, 
just as the pilot of a great ocean liner must look farther ahead 
than the skipper of a launch. When anyone takes the long 
view, economics and ethics rather frequently point to the 
same course: The hawker of patent medicines who passes 
through town but once acts on principles quite different from 
the family doctor who is making a lifetime career in one 
community. That big companies tend to operate more in the 
public eye than smaller ones and hence cannot expect their 
sins to be overlooked may count for something too. 

The point I am trying to make is that big companies’ 
leadership in social benefits rests on factors inherent in their 
bigness rather than on accidents of managerial character. Thus 
it seems probable that they will continue to be good, and to 
do good. 

THE WAy Is CLEAR 

At the beginning of my remarks, I said I would suggest 
courses of thought and action which appear to me essential if 
we are to contend successfully with the problems ahead of us. 

First, we must recognize that the bigger the job, the more 
teamwork required to do it. In those areas where this team- 
work can be brought about most effectively by a large busi- 
ness organization, we should encourage, not discourage, growth 
to the size needed to do the job. 

The second is that we must encourage capital formation and 
movement. To meet the challenges that face us, vast amounts 
of capital will be required for businesses of all kinds and 
sizes, in all parts of the world. 

The third is that big business and little business complement 
each other. Neither thrives on the destruction of the other. 

The fourth is that both on the record and by their nature 
big cormpanies have led and are likely to continue to lead in 
social benefits of many kinds. 

Mankind’s way to a richer life in a poorer world is clear. 
I have the utmost confidence that if we can but see the light 
we will be guided by it. 


ITS MANY AND MOMENTOUS MEANINGS 
By DWIGHT D. EISENHOWER, Presidential Nominee of the Republican Party 


Delivered over the radio and television coast to coast network, Washington, D. C., September 19, 1956 


Y FELLOW AMERICANS: 
M This is the first of a series of talks that I hope to 


have with you between now and Nov. 6. In these 
talks I shall hope to give you some account of how my Repub- 
lican associates and I have discharged the responsibilities you 
placed on us almost four years ago. 

1 shall try to outline some of the problems facing this nation 
as we see them today and point out the directions we propose 
to take in solving those problems. 

Tonight I ask the privilege of coming quietly into your 
homes to talk with you on some serious national subjects— 


without the noise and extravagance usual during a political 
campaign. 

I want to talk of one word—and of many things. The 
word is peace. And the many things are its many and mo- 
mentous meanings. 

The force and impact of this one word—peace—reach all 
persons, all problems, in our land. Its meaning embraces past 
achievement, present b prce yy future hopes. It touches all 
things in our life and school, factory and farm, knowledge, 
from home and to the most distant points on earth—a frontier 
in Europe, an island in the Pacific, a canal in the Middle East. 
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DWIGHT D. EISENHOWER 


And this meaning ranges, too, from the highest kind of prin- 
ciple to the most personal kind of fact. 

Let me begin with a very personal matter. It is a personal 
kind of peace that I possess—granted to me by the mercy of 
the Almighty. 

It is this firm conviction: I am confident of my own physical 
strength to meet all the responsibilities of the Presidency, to- 
day and ‘1 the years just ahead. If I were not so convinced, I 
would never have accepted renomination to this office. 

I hope that this conviction—this peace of mind—may bring 
assurance to many others, as I stand ready to serve as your 
President for another four years, if this be your will. 

Let me speak now of matters far greater than personal ones. 

Peace, like all virtues, begins at home. So examination of 
our problems and achievements should likewise begin at 
home. 

Now peace, for any home in this land, means each family’s 
freedom from need. 

The workers of America today fill almost 67,000,000 jobs— 
the largest number in our history. They receive higher wages 
and have better living standards than ever before known. And 
they know that, in the whole area of human welfare, every 
major Federal program affecting Social Security, health and 
education has been improved or expanded to the highest point 
in our history. 

Now we should, I think, not waste time in self-congratula- 
tions as we face these facts. We know that America cannot 
claim perfection so long as any family in this land unjustly 
suffers need. We know that, at the same time, we already 
enjoy progress without precedent. And our anxiety to achieve 
still more is equaled only by our thanksgiving to God for the 
wisdom, the skills, the industry and the resources that make us 
today the most fortunate people on earth. 

Peace, next, has a special meaning for our nation’s industry, 
an industry upon which depend not only our own daily lives 
but indeed the strength of free men everywhere. 


INDUSTRIAL PEACE 

We have made real progress, these last three years, toward 
industrial peace. We have seen the loss of time, with its loss 
of wages, caused by industrial conflict fall to less than half 
the rate of immediately preceding years. 

This Administration has trusted and respected the free 
processes of collective bargaining. 

The reward for our country has been two-fold: industry has 
smashed all records of production and exparsion; and organ- 
ized labor has grown, in numbers, in resources and in public 
respect, to a strength never known before. 

Peace for the farmer in our agricultural community has, 
too, a special meaning, as he has special problems. 

Because I shall speak of these special farm problems in 
days ahead, I now want to state only the plain principles 
that must guide us. 

We must meet these problems with Government policies 
that apply to the conditions of peace—not with policies of 
the past that applied only to the demands of wartime. 

And we must develop and live by policies that are truly 
constructive. We must never, in a spirit of partisan warfare, 
treat the farmer as a kind of political prize to be fought 
for and captured. 

Peace in our society involves more than economic groups; 
it involves understanding and tolerance among all creeds 
and races. 


No SPECIAL RIGHTS 


We have applied, these last three years, a clear philosophy 
to the whole conduct of the Government. We have rejected 
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all concepts of a nation divided into sections, groups or 
factions. 

We have insisted that, in the American design, each group 
in Our nation may have specia' problems, but none has special 
rights. Each has peculiar needs, but none has peculiar 
privileges. And the supreme concern, equal for all, is the 
justice, the opportunity, and the unity shared by 168,000,000 
Americans. 

We have shown this concern by working to secure, wherever 
the authority of the Federal Government extends, equality 
of rights and opportunities for all men regardless of race 
or color. 

We have done this in this nation’s capital. We have done 
this in all the establishments of our armed forces. And we 
have done this in the policy ruling all Government contacts 
with private industry. 

Now, these facts deserve one comment: 

I am proud that all the progressive actions of these years 
—taken in the name, not of any political party, but of the 
American people—place no individual in debt to any political 
party. These actions are nothing more, nothing less, than 
the rendering of justice. 

In all these ways, then, we have been building the strength 
of peace at home. And so, we have been able on the whole to 
act as a united people in our search for peace in its most 
critical ‘form—the peace of the wide world itself. 

Now, upon my inauguration in January, 1953, I made to 
you this pledge: 

“In our quest for an honorable peace we shall neither com- 
promise, nor tire, nor ever cease.” 

In the spirit of this pledge, let me indicate a few facts 
and compare in some areas of our world life today with 
life in 1952. . 

KOREA: In 1952, the loss of life for ours and many nations 
seemed endless; today, Korea means peace with honor. 

IRAN: This country had been tormented for years by 
Soviet threats and Communist subversion. The resources of 
that nation threatened, for a time, to be lost behind the Lron 
Curtain. We met that threat. Iran stays free. 

WEST GERMANY: Three years ago this great power 
was a territory of military occupation. Today it is sovereign— 
strong—and joined with the West } 

TRIESTE: Ever since World War II, riot and division in 
this city had poisoned relations between the two major 
powers: Italy and Yugoslavia. Today Trieste is at peace. 

AUSTRIA: Year after year, since World War II, military 
division and occupation had plagued the people of Austria. 
Today Austria is unoccupied—united—and free. 

GUATEMALA: This Central American republic was a 
chosen target for Communist aggression in our hemisphere 
This danger was met and repelled. And as never before, ali 
the American republics are united against international com- 
munism. 

These few examples circle the globe. 

And they testify to our greater goal: to ease, for all men 
everywhere, the burden of arms and of fears which they have 
suffered so long. For we have been pledged to wage what I, 
three and one-half years ago, called a “new kind of war 
a declared total war, not upon any human enemy but upon 
the brute forces of poverty and need.” 

We have been waging this kind of war—in the world, as 
in our own land. 


We have done this with our offer of nuclear material for 
world use. 
We have done it with our specific plans for world dis 


armament under essential safeguards. 
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We have done it with what has been called the “open 
skies” declaration, proposing mutual air inspection of Ameri- 
can and Soviet defenses. 

We have done it with what I might call an “open minds” 
spirit in our diplomacy—for in meetings like those in Geneva 
last year we have made known our passion for peace in ways 
understood by men everywhere. 

And we have given the firmest proof of our final purpose 
with this declaration of policy: In the interest of world peace 
and well-being, this Government is ready to ask its people to 
join all nations in devoting a substantial percentage of the 
savings achieved by disarmament to a fund for world aid and 
reconstruction. 

We stand ready, in short, to dedicate our strength to 
serving the needs, rather than the fears, of the world. 


UNITY WITH ALLIES 

We stand, too, in true and effective unity with our allies 
of all the free world. 

This unity speaks through not only the world forum of 
the United Nations, but also our defense systems. It speaks 
through the solidarity of the American republics, our NATO 
alliances in the West, our SEATO alliances in the East. 

And this spirit of unity imposes upon us this restraint: 
as issues and conflicts may arise between two or more nations 
who are allied with us in freedom, we cannot become im- 
passioned champions of one side or the other. Our task is 
to try always to heal any such conflicts—in fairness, in justice 
and in the name of the greater unity we seek to serve. This 
task is not always easy. But it is always necessary. 

Within this unity of free peoples, we carry both a responsi- 
bility and initiative uniquely our own. When we occasionally 
differ with some allies, we are, as a free people, simply being 
true both to ourselves and to our common cause. Thus, not 
long ago, facing a grave crisis in Indochina, inherited from 
the past, we spoke both more forcefully and hopefully than 
did some of our allies. As a result, we today point to the 
free nation of Vietnam, free not only from Communist rule, 
but also from any mark of colonial domination. 

We face, in these days, another grave crisis concerning 
the Suez Canal. We have spoken with care and restraint. We 
cannot yet know whether the issue can be settled with 
justice and fairness to all. But we can know that the world 
will know that America has spared no effort to save peace. 

The full measure of our work for peace can be simply 
summarized. We have seen an end to the old pattern of 
tragedy. Nor a single nation has been surrendered to ag- 
gression. We have maintained this defense of freedom without 
recourse to war. And we have embraced, in this defense- 
without-war, lands in Asia—such as Formosa—previously 
written off as beyond the practical reach of our concern. 

These are some of the reasons why I can say to you 
tonight: the pledge of peace made to you upon the day of 
my inauguration has been pursued firmly and effectively. 


TAsK Nor DONE 

Our task is far from done. New problems, and critical ones, 
rise before us. And they give to our generation this warning: 
there are walking beside us, at this moment of history, our 
two constant companions: great danger, and great opportunity. 

We witness, as we scan this divided world, a number of 
grave problems. I wish briefly to state four of them. 

First, we witness today across a vast middle area of our 
earth, an historic struggle by its peoples for freedom— 
freedom from foreign rule or freedom from domestic poverty. 

‘In this great belt, from the deserts of Northern Africa across 
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to the islands of the South Pacific, there live 800,000,000 
persons—one-third of the world’s population. And through 
all these lands, Communist voices cry out to all men—to hate 
the West. 

We act in this area by a few clear principles. We respect 
the right of all peoples, able and ready to govern themselves, 
to be free to do so. We realize that the future role of the 
West must ultimately be one not of rule—but of partnership. 
And we know that this role will require us—for the sake of 
the peace of the world—to strive to help these struggling 
peoples to rise from poverty and need. 

Second, we witness today, in the power of nuclear weapons 
a new and deadly dimension to the ancient horror of war. 
Humanity has now achieved, for the first time in its history, 
the power to end its history. 

This truth must guide our every deed. It makes world 
disarmament a necessity of world life. For I repeat again 
this simple declaration: the only way to win World War 
Ill is to prevent it. 

Third, we witness today—partly as a result of Western 
unity and strength—the turni > of Communist world am- 
bition toward new methods ac devices. These methods are, 
first of all, political. They mean—-across the world, within 
each country—new and powerful Communist effort to win 
with the ballot what they have been unable to win with the 
bayonet. 

We can meet this threat with neither anger against allies 
nor scorn for neutrals. But we can be vigilant, patient and 
comprehending. We can, in the name of freedom itself, re- 
mind our allies of their responsibilities within their frontiers. 
And we can, as we address all neutral nations, remind them 
that there is no neutrality between right and wrong. And, 
therefore, there is one issue on which we are not neutral— 
their right to stay free. 

Finally, we witness today, in the economic arena, the rise 
of the first great industrial power to challenge the West. This 
power is the Soviet Union—with its steel production, its heavy 
machinery, its natural resources, its technical skills. 

This power, as it is pitted against the West, will demand 
of us many things. It will demand the most vigorous economy 
of our history. It will demand the technical training of our 
youth as a direct concern of national security. And it will 
demand among the Governments of the free nations, the 
closest possible coordination of economic action. 

Such—in the simplest of forms—are some of the great 
problems we face. 

There are—let me state plainly and immediately—some 
ways not to meet these problems, as they must be met: with 
wisdom and strength. 

We cannot prove wise and strong with public speech that 
erroneously asserts our economic weakness, for the people of 
the world and the Soviet Union must never be deceived, or 
delighted, by any myth of American weakness. They must 
know the truth of our strength. 

We cannot prove wise and strong by any such simple device 
as suspending, unilaterally, our H-bomb tests. Our atomic 
knowledge and power have forged the saving shield of free- 
dom. And the future use and control of atomic power can be 
assured, not by any theatrical national gesture, but only by 
explicit and supervised international agreements. 

We cannot prove wise and strong by hinting that our mili- 
tary draft might soon be suspended, even though every family 
naturally hopes for the day when it might be possible. This 
I state categorically cannot be done under world conditions of 
today. It would weaken our armed forces, it would propagate 
neutralist sentiments everywhere. It would shock our allies, 
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who are calling upon their people to shoulder arms in our 
common cause. 

We cannot, in short, face the future simply by walking 
into the past backwards. 

We cannot salute the future with bold words while we 
surrender it with feeble deeds. 

Now, I suggest only a few plain principles by which we 
can and must direct our quest of world peace. 

We must maintain our military strength, balancing it and 
perfecting it in weapons and in strategy so that its sheer 
effectiveness will restrain any aggressor. 

We must perfect such military strength in ways that 
impose the least possible penalty upon our economic strength, 
for upon the economic arena Communism is now focusing its 
power and strategy. 


FREE TRADE AMONG FREE NATIONS 


We must act with the knowledge that peace can be sustained 
for all the world only with wider and growing markets, rising 
living standards and flourishing world trade among the free 
nations. 

We must put effort, skill and faith in our diplomacy— 
tested, as it has been, through these last years—for upon it, 
ultimately, will depend the prevention of World War III. 

And we must practice this truth: the honor and the strength 
of our own national life offer the clearest proof of the kind 
of world and the kind of peace in which we believe. 

This truth touches the lives of each one of us. 

We cannot encourage economic strength in other lands— 
if we, for political expediency, again let loose forces of infla- 
tion that would weaken our own economy. 

We cannot urge unity of purpose upon all free nations— 
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if we ourselves were to think and act, not as one people, but 
as a divided and discordant nation. 

And we cannot claim the trust of hundreds of millions 
of people across Asia and Africa—-if we, in a free America, 
do not ourselves hold high the banner of equality and justice 
for all. 

All this is what I meant when I said three years ago: 

“Whatever America hopes to bring to pass in the world 
must first come to pass in the heart of America.” 

I have tonight, my fellow citizens, submitted to you a kind 
of personal report on the state of our nation. 1 have sought 
to define clearly the many meanings, to me, of this one word 
—Peace. 

For the peace of which I speak embraces the home and 
the toil, the hope and the fortune, of each and all of us. 

This peace, therefore, is no static thing, no passive mood. 

It is not a prize. It is a quest. 

It is not a present to be received. It is a principle to be 
respected. 

It inspires not relaxation, but resourcefulness—not stagna- 
tion, but stamina. 

Now, my friends, upon the day when I took the oath to 
serve you in this office, | spoke my abiding conviction: 

“The peace we seek . . . is nothing less than the practice 
and fulfillment of our whole faith, among ourselves and in 
our dealings with others. 

“More than an escape from death, it is a way of life. 

“More than a haven for the weary, it is a hope for the 
brave.” 

If this be our faith, I humbly believe that we may ask 
the blessings of God upon our labors. 

Thank you and good night. 


The Essence of Democracy is Equality 


POLITICAL, ECONOMIC OPPORTUNITY, VOTING AND EDUCATION 
By ESTES KEFAUVER, Vice Presidential nominee of the Democrat Party 


Delivered over radio and television coast to coast network, Harrisburg, Pennsylvania, September 13, 1956 


T is a happy omen for Governor Stevenson and me to be 
here in Pennsylvania for the opening of our campaign. 
The Democratic party, under your young and aggressive 

Democratic governor, George Leader, has assured both good 
and liberal government in Pennsylvania. We are going to see 
to it that the nation has those same advantages this fall. 

We are going to win in November. 

We have a great advantage in this campaign. 

It is simply that many million more voters prefer our party 
to the Republican party. ' 

The people of this country want government with a heart. 

The people of this nation are liberal, not reactionary. 

The voters of this nation, therefore, are Democratic—not 
Republican. 

As Maine went, so the Republicans will surely go. 

The Republicans say they are going to put truth squads on 
the road, following Adlai Stevenson and me. 

We hope they do. ; 

Above all else, we want the people of this nation to know 
the truth about the Administration under the Republican 
President, Dwight Eisenhower. 

When they do, he will become a permanent resident of 
Pennsylvania—and, under Democratic farm programs, he will 


prosper at Gettysburg. 
Of course, a more accurate labei for these squads that will 


follow Adlai and me would be “myth men.” 

We may yet have to organize mop-up squads to follow 
them and explode the myths they spread—for we are deter- 
mined the truth shall not be denied the American people in 
this Campaign. 

The coming victory of the Democratic party will restore 
the White House to the people. 

You will recall that when Andrew Jackson was inaugurated 
over 100 years ago, he ordered the doors of the White House 
thrown wide open. 

“Let the people in,” he said. 

Jackson's action was more than an expression of his warm 
hearted Tennessee hospitality. 

It symbolized the Democratic 
Democratic party today. 

For the past four years, the doors of the White Hous 
like the doors of the Cow Palace recently—have not been 
open on an equal basis for all. 

The Republicans have run it as if it were a split-level 
rambler. 

During election seasons, they let the voters in on the lower 
level. 

Between elections, tiowever, they hang a sign on the door, 
reading: “Please do not disturb.” 

And on the upper level, the preferred citizens, the men of 


faith that animates the 
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wealth and the great corporate managers, confer and decide in 
isolated splendor. 

The essence of democracy is equality, equality of oppor- 
tunity, and equality in the relationships between men. 

The task of government is to insure not only political but 
equality of economic opportunity, equality in the voting booth, 
as well as equality in the field of education. 

We believe in an even break for all men. 

This should be the dominant concern of government. 

This is the Golden Rule of government. 

What the Republicans have given us is the bad break, the 
weighted tax law, the stacked government commission, the 
inside track which runs the distance from Wall Street to 
the White House. 

They have introduced privilege, preference, and personal 
priority into the machinery of government. 

A new preferred citizenry, the aristocracy of the upper- 
bracket corporate executive, has come to power. 

They came as guests to the White House dinners and 
remained to take over the lease. 

Look at what these dinner parties—these long-time guests 
—have wrought. 

Under their tutelage, Dwight Eisenhower fought in Con- 
gress for a tax law that gave 77 per cent of the relief to 
corporations—and only 9 per cent to families with incomes 
under $5,000. 

And he called this law a good law. 

When the farm bill was in the Senate last March, President 
Eisenhower personally got on the telephone and personally 
pleaded with Senators to support the sliding-scale program, 
which has brought debt and disaster to American farms. 

When Hell's Canyon was on the floor, he personally used 
every kind of pressure to line up votes to defeat the bill which 
would have saved this great natural resource for all the 
people. 

Despite the evidence of corruption and abuse in the Dixon- 
Yates deal, President Eisenhower told the American people 
that under it their interests were “splendidly protected” and 
that it was a “sound project.” 

He fought hard to prevent Congress from enacting the $1 
minimum wage—and ever since has been trying to take credit 
for its passage. 

When the cost of living rose to new and historic heights, 
the Eisenhower Administration raised the interest rate. 

When we Democrats in Congress proposed increasing Social 
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Security payments and lowering the age for women, the 
President fought it. 

When the boom was being lowered on family farm mort- 
gages, the Republicans adopted a program guaranteed to 
lower farm prices. 

The Republicans have gone up, they have gone down, they 
have gone sideways and backwards, but they have never gone 
forward. 

They have given the average American short shrift, short 
change, and the short end. 

We Democrats are alive to the problems of the average 
American. 

Because we draw our strength and our inspiration from 
millions of average families, we share the deep concern of 
the average American family. 

We are not perfect—but we are the party of hope for the 
future. 

In our party, people, their lives and their problems, are more 
important than the material things and the machines which 
produce them. 

In our party, the employe is as important as the employer, 
the consumer is as important as the seller. 

That is why we Democrats propose the development of our 
natural resources and our water power for the benefit of all 
our people. 

That is why we believe in and fight so hard for improved 
Social Security, for fair laws covering labor, business and the 
farm, for adequate housing and health measures. 

We believe in a Government in which the civil liberties— 
as well as the civil rights—of all our citizens are protected. 

In other words, we believe in a Government which shows 
sympathetic understanding and treatment of all the people— 
not just a select few. 

Adlai Stevenson and I are today just beginning our cam- 

aign. 
r During the course of this campaign we shall fully. discuss 
with you not only the shortcomings of the present Republican 
Administration, but our owa positive proposals for a better, 
a stronger America—a new America, with new vision, new 
hope and new dedication to a nation of plenty and a world of 
peace. 

With your help, we can win this goal. 

With God's help, we shall achieve it. 

We shall make a living reality of the Jeffersonian principle: 
“Equal rights for all; special privilege for none.” 

Thank you. 


“As Ye Sow So Shall Ye Reap” 


PRICE SUPPORTS CAUSE SURPLUSES AND RATIONING 
By EZRA TAFT BENSON, Secretary of Agriculture 


Delivered before the Pennsylvania State Poultry Federation, 3rd Annual Poultry Festival, Hershey, Pennsylvania, | 
August 25, 1956 


3rd Annual Poultry Fe3tival of the Pennsylvania State 
Poultry Federation. It 3s appropriate and fitting that 
the Poultry Festival is held ere in the Pennsylvania Dutch 
country, and on the occasion ‘of the Pennsylvania Dutch Days. 
Throughout the length and breadth of this great land, the 
sturdy folk who are our Pennsylvania Dutch, are known as 
“good farmers.” The title is well-earned whether you are 
poultrymen, dairymen, or crop producers. And there is no 
higher title that one farmer can bestow upon another. 


if AM HONORED by yoer invitation to participate in this 


A few weeks ago I had the privilege of attending the 175th 
anniversary meeting of the New Jersey Agricultural Society. 
Whether it is 3 years or 175 that an organization has been 
active, I find inspiration in the many organizations within 
agriculture that go on year after year—working—studying— 
building to make farming more efficient and farm life more 
satisfying. 

And whether an organization may be a few years old or 
many, the farm people who are its members have their eyes to 
the future. Of course, we look backward occasionally. We want 





EZRA 


to see 
But wi 
clearly 
portant 
ganizat 
want il 
It is 
that ex 
which 
always 
agricul 
May 
to char 
State F 
one ge 
flocks : 
of the 
Man 
the str: 
fresh e; 
spring 
How 
egg pr 
The qu 
35 per 
has trif 
No « 
portant 
fundam 
Last 
If thes 
efficient 
have b 
Also, if 
about 3 
for the 
Some 
the sur 
not be 
square 
these fa 
stimula 
encoura 
prices t 
than 3C 
than 4 
With 
tion me 
the pou 
With 
It has b 
And 
that ha: 
permitt 
meet ch 
That 
where v 
It mu 
farming 
would r 
can exc 
a group 
We « 
possibly 
We 
—or on 





“ 


EZRA TAFT BENSON 


to see where we have been, so we may know where we are. 
But we want to know where we are so we may see more 
clearly where we are going. What's ahead? This is the im- 
portant question—along with what we can do about it, as or- 
ganizations and as individuals, to make the future what we 
want it to be. 

It is this spirit—this unceasing ‘quest for improvement— 
that explains the inventiveness and experimentation through 
which our farming has changed so rapidly. It is this striving 
always to build something better that has made American 
agriculture so amazingly productive. 

May I ask you to look back with me for a moment—back 
to changes that seem to me to explain why you now have a 
State Poultry Federation. It is not far back—because in just 
one generation the poultry industry has changed from small 
flocks running loose in barnyards to its present status as one 
of the most scientifically advanced segments of agriculture. 

Many of us can remember when we hunted hens’ nests in 
the straw stack or the hay loft. And we remember, too, when 
fresh eggs were a seasonal product—available only during the 
spring and summer. 

How times have changed! Since the years of World War I, 
egg production per hen has considerably more than doubled. 
The quantity of eggs produced from a ton of feed is up about 
35 per cent. Egg production per hour of labor on laying flocks 
has tripled. 

No doubt many of you at this Festival have played an im- 
portant role in these developments—developments that are so 
fundamental to our present great poultry industry. 

Last year Pennsylvania produced 350 million dozens of eggs. 
If these had been raised with World War I rates of labor 
efficiency on poultry farms, about 20,000 more men would 


have been required to care for Pennsylvania's laying flocks. : 


Also, if World War I rates of feeding efficiency still prevailed, 
about 375 thousand tons more feed would have been required 
for the same output of eggs. 

Someone might suggest that would be good—in view of all 
the surplus feed we have on hand. But, of course, it would 
not be good. More eggs from a given amount of feed, from a 
square foot of floor space—more product per hour of labor— 
these factors have lowered production costs. Lower costs have 
stimulated a great expansion of poultry farming. Consumers, 
encouraged by high quality, abundant supplies, and attractive 
prices have used more eggs. Consumption has risen from less 
than 300 eggs per person per year twenty years ago to more 
than 400 eggs in recent years. 

Without the great advances that have occurred in produc- 
tion methods neither Pennsylvania nor the nation would have 
the poultry industry it has today. 

Without scientific research, we would not have this industry. 
It has been built on science. 

And also we would not have it without the great flexibility 
that has characterized our agriculrure—a flexibility that has 
permitted farmers continuously to adjust their operations to 
meet changing production and market conditions. 

That is the look backward, to see where we have been, and 
where we are. What of the look ahead? 

It must be true that most of you are not content with poultry 
farming as it is today—because if you were you probably 
would not have a State Poultry Federation through which you 
can exchange ideas, and through which also you can work as 
a group to do things you cannot do equally well alone. 

We do not yet have the best bird that can be bred. Very 
possibly we never will have. 

We do not have the last word on feeding and management 
—or on marketing and distribution. 
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Anything that has changed—and still is changing—as 
rapidly as the poultry business must still have a great deal of 
change ahead. This fact is an ever-present challenge to each 
poultryman—how can he do his job better, more efficiently, 
more profitably? The answers developed so far are what have 
made today’s poultry industry. More answers will make the 
poultry industry of tomorrow. 

More research on the production and marketing problems 
still faced by all poultrymen! More experimentation to find 
answers to problems on your individual farms! 

And fundamental to everything will be your continued free- 
dom to make adjustments to the changing times. Most of the 
progress in farming in the past has been due to the fact that 
farmers have been free to make their own management 
decisions. Certainly this essential freedom will be no less im- 
portant in the future. 

Poultrymen have a long record of rejecting the siren song 
of price supports. i salute you for your statesmanship—and 
commend you for your wisdom that has been so abundantly 
proven. 

Your objective as farmers is to produce an adequate living 
for your families—a living at least comparable to other 
American families. How well your family can live is a question 
of your annual income—not merely the price you get for one 
dozen eggs or one pound or bushel of any other product. 

Price times volume determines your gross income. Price is 
just one factor. Your right to produce is just as important. 

Price times volume minus your costs determines your net 
income. And I know, as you do, that you cannot operate effi- 
ciently, and keep your costs in line, without the freedom to 
manage your own farms—freedom to produce as your own 
circumstances dictate. 

Anyone—and we still have some—who would make prices 
the central theme of farm policy is doing a great diservice to 
farm families. 

Today the so-called basic crops—the ones that have had the 
supposed benefits of rigid price supports right up to the 
harvest of last fall—these crops are now in more serious diffi- 
culties than are the crops and livestock that have not been price 


supported. 

How can cotton, or tobacco, or wheat farmers, who have 
been sharply restricted in their acreage, produce an adequate 
living for their families? Actually some of them have almost 


been forced out of farming by the controls that have followed 
upon their price supports. 

This is a tragic circumstance. 

I welcome this opportunity to discuss with you some of 
these problems. It is imperative that they shall be more fully 
understood, not only by farm people but by all Americans 

This is my first public address since the national political 
conventions. During the next two and a half months much 
attention will be focused on political discussions—-and that 
agriculture will get its share of political attention is abundantly 
clear. 

I have a feeling that a good deal of politics has been buzzing 
around my head for the past three and a half years. But you 
know by now that I am not a politician—at least many people 
have told you so many times. 

However that may be, from now until November—and I 
say this in all seriousness—I will be neither more political 
nor less political, in what I say and do, than I have been in 
the past. 

Farm people—my people—have problems—serious ones 
These problems have been brought on in large part by politics 
They will not be solved by more political maneuvering. They 
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will be solved only by facing facts—by sound thinking, and 


sound action. 

The farm problem has not changed because this is a political 
year. I was reared on a farm. I have operated my own farm and 
have worked with and for farm people practically all my life. 
I have stated my views on what must be done to work our way 
out of the present difficulties of agriculrure. These views have 
not changed because of a coming election. And I shall continue 
to state these views as clearly as I can, and to as many people 
as I can, between now and election—and after election as 
necessary. , 

American agriculture is neither Republican nor Democrat. 
Farm people cannot, and must not, be thought of as a group 
who may be put on the political auction block. Their problems 
cannot be solved that way. 

At the same time, I am glad this is a presidential election 
year—and I am not at all unhappy that some people are 
choosing to make agricultural problems an issue in the cam- 
paign. Out of all the discussion—and even controversy—will 
come better understanding of farm problems than we have 
had for a long time. I am confident of the good judgment of 
farm people—because they know, perhaps better than most, 
that “as ye sow so shall ye reap.” 

At the very heart of the agricultural issue is whether our 
farms are to continue to be operated by free men? Or, on the 
other hand, to offset some very real and obvious problems 
that farmers now face, will government go in the opposite 
directigg, and subsidize agriculture in such a manner that it 
also . 3 control? 

If pre supports are to be increased, and are to be extended 
to more crops and to livestock, as again is being proposed in 
the political debate about agriculture, then farmers will be 
subjected to more controls. Such a result would be inescapable. 
Producers would have to be told how many sows they can keep 
and how many pigs the sows may farrow—how many hens 
they can keep, and how many eggs the hens may lay. 

Control is the inevitable, the unavoidable twin of the 
subsidy. Subsidized prices—meaning prices consistently and 
substantially higher than the market would pay—always 
lead to surpluses. This is because artificially high, guaranteed 
prices are a green light to producers, and encourage produc- 
tion. At the same time they are a red light to consumers and 
discourage consumption. If more—or even the same amount— 
is produced, but less can be sold, then what is called surpluses 
begin to accumulate. Then output has to be restricted in an 
effort to restore balance between supply and demand. 
Restricted production means that the right to produce has to 
be rationed among farmers. And this requires use of the 
government's police power, to restrain farmers, in our free 
country 

This is a sequence of cause and effect that is bitter as gall 
to me. As a permanent condition in our agriculture it is no 
more necessary than it is desirable. 

Our most critical farm problems—both national and for 
most farmers—are those rooted in our surpluses. There are 
other problems, as there always have been. But we could live 
with, and surmount the others if we could get out from under 
the distortions and disruptions caused by the surpluses. 

I would like briefly to review 5 questions with you. 

|. How did we get these surpluses? 

2. Whose surpluses are they? 

3. What are they doing to farmers? 

4. Why haven't we gotten rid of them? 

5. What can be done about them? 

1. How did we get the surpluses? 
We have the surpluses primarily because we carried wartime 
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incentive price supports too long into the postwar years. Dur- 
ing World’ War II price supports were raised from the prewar 
range of 52 to 75 per cent of parity and placed at 90 per 
cent in order to stimulate all-out production to meet war 
needs. Farmers responded magnificently. 

War places insatiable demands on agriculture. It requires 
every pound, and bushel, and bale that can be produced. But 
after some postwar rehabilitation, the same quantities and 
kind of produce can not be sold at the same prices in peace- 
time markets. And yet the wartime incentive levels of price 
supports on the six so-called basic commodities—the same 
rigid 90 per cents—were extended year after year following 
the war. The final extension was in July 1952, for two years— 
in other words, through the marketing year for the harvests 
of 1954. Thus for a decade after the war—right up to the 
harvests of last year—the price support levels on the basic 
commodities were still calling on farmers to produce just 
as they did in wartime. And yet we did not have the wartime 
markets. ” 

Surpluses began to accumulate in 1948 and 1949. Korea 
reversed the trend, briefly. Then the pile up became even more 
rapid. 

At first only a few items were involved—particularly wheat 
and cotton. But acreage diverted out of these crops threw 
others into surplus. Feed production was increased and stimu- 
lated overexpansion of livestock—and so the problem spread 
until almost every farmer, regardless of what he produces, is 
adversely affected. 

2. Whose surpluses are they? 

I raise this question only because some of my political op- 
ponents have been blaming this Administration. 

When we took office in January 1953, the inventories and 
loans of the Commodity Credit Corporation were about $3 
billion. But our predecessors had left a time bomb. Prior to 
Inauguration Day, they already had announced unlimited pro- 
duction of wheat, corn and cotton for 1953. Before we could 
do anything about it—a year later—government-held sur- 
pluses had increased to $6.5 billion. As provided in the law, 
we had to subject farmers to acreage and marketing controls 
in 1954. This was done with great regret because I was well 


. aware of the hardship it would work on farmers. But it was 


necessary and unavoidable because the rigid wartime price 
supports were still in effect for the basic crops. Even with the 
controls, the surplus stockpiles increased to well over $7 
billion by the end of the 1954 marketing year. 

While it was a time-bomb that our predecessors left for us, 
it was farmers and the public—particularly farmers—who got 
hurt. 

3. What are 5e surpluses doing to farmers? 

What are the costs involved in these government-held sur- 
pluses? First, the storage costs alone on the $8.5 billion 
stockpile we now have are more than a million dollars a day. 
Then there are administrative costs and interests costs on the 
money. Deterioration costs are small, but some are unavoidable. 
There are losses when these products are sold for less than the 
government paid. 

These are costs to taxpayers—to the Nation as a whole. 
They are small compared to other costs which fall upon you 
as farmers. 

The reason is that no one can prevent the surplus stockpiles 
from having a price-depressing effect upon your markets. I 
cannot emphasize too strongly that produce taken over by the 
government for price support purposes has not actually been 
sold. It is merely held in a government warehouse awaiting 
a final use. It is still part of the domestic and the world supply. 
However closely it may be guarded from the market, every- 
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one knows that sooner or later, for one purpose or another— 
even to meet one emergency or another—it will sometime be 
used. And when it is used it will add to market supplies. 
Consequently, the very existence of such stocks always has its 
depressing effect on market prices. 

Department of Agriculture economists estimate that our net 
farm income last year was reduced at least 20 per cent—at 
least 2 billion dollars—by the price-depressing effect of the 
surplus stockpiles. This staggering sum is about 5.5 mullion 
dollars a day that the surpluses are costing farmers—5.5 
million dollars a day in reduced net income. Such tragic 
losses must be stopped. The cause must be corrected—because 
agriculture cannot be free and prosperous until it is. 

4. Why have we not disposed of the surpluses more rapidly? 

Ladies and gentlemen, I can report to you that we have 
worked aggressively at disposal and have used every means 
we could devise. During the last fiscal year 2.7 billion dollars 
worth of government-owned stocks were moved into use at 
home and abroad—in the last three years, about $6 billion 
worth. We have sold into the domestic market when we could. 
We have sold abroad for dollars—or for foreign currencies if 
dollars could not be had We have bartered if we could not 
sell—and we have donated for relief purposes and for other 
worthy causes both at home and overseas. 

I must call your attention to the fact that the disposal 
alternatives open to your government do have limits. In fact, 
we have only three alternatives. We can move the surpluses 
at home. Or, we can move them overseas. Or—well, the third 
is not even an alternative. It would be deliberately to destroy 
food and other farm products—and that would be immoral 
and unthinkable. 

Then think a minute about the other alternatives. 

When the surplus stocks are sold or given away in the 
domestic market, there is always the risk—an ever-present risk 
—of lowering the prices for what you and other farmers are 
producing currently. Thus we have to proceed cautiously for 
your protection. 

And when the surplus stocks are sold or given away over- 
seas, except in carefully controlled quantities, there is the 
same risk—and the risk also of upsetting markets in other 
countries and bringing retaliation upon us from other govern- 
ments. 

Thus the surpius situation that has grown up as a result 
of unwise price supports—the wartime, rigid, incentive 
price supports continued too long after the wartime markets 
no longer existed—that surplus appears up to this point 
to have presented a nearly insoluble problem. 

In spite of everything we have been able to do in disposal, 
surpluses have continued to flow into the Commodity Credit 
Corporation more rapidly than they could be moved out. The 
result has been a tragedy for farmers and a dilemma for the 
Administration. 

5. What more can be done about them? 

It is against this background, and to help solve the dilemma, 
that the Soil Bank legislation was proposed. 

The Soil Bank will not be a cure-all. It should be one more 
tool to help overcome the distortions created by the surpluses 
and to get agriculture back to more freedom and prosperity. 

The voluntary and temporary Soil Bank provided for in 
the Agricultural Act of 1956 has three interrelated purposes: 

First, to achieve a temporary reduction in farm output, with 
compensation to farmers for their participation. 

Second, in consequence of smaller production, to provide an 
opportunity—a place in the market—to liquidate surplus 
stocks without depressing market prices. 

Third, to shift an acreage of cropland not now needed into 


767 


grass and trees and other conserving uses. The reason is to 
conserve and safeguard our precious heritage of soil and water 
resources against the future needs of the many generations yet 
unborn. 

Unfortunately, the Soil Bank legislation was so long delayed 
that it could not be fully effective for 1956. Only a parrial 
program could be established—and the partial application will 
have little effect this year on the surplus stocks. The real 
test of the Soil Bank as a means of surplus elimination will 
come next year. 

It must be made to work. It must mot be degenerated by 
political pressure into a mere crop insurance or drought relief 
scheme—for which it was not intended—and thereby fail in 
its most important purpose of surplus reduction. 

To restrict production is unpalatable to farmers, even for a 
Cause as important as the elimination of surpluses. But I ex- 
pect a large proportion of farmers to recognize the necessity 
for the Soil Bank and to accept the voluntary participation it 
offers. 

To ask farmers to restrict production is unpalatable for me. 
But since it must be done before the burden of surpluses hurts 
our farmers even more seriously, a temporary and voluntary 
Soil Bank seems to promise the best solution. 

And when the surpluses are eliminated and the distortions 
they have caused are behind us, there is one more essential. 
We must then avoid, as we would a plague, all price-support 
schemes or other programs of a kind that would build up 
surplus probiems again. 
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I have spoken feelingly of these situations that now exist, 
because they are so basic and fundamental to the prosperity of 
agriculrure—and to the well-being of farm families. This 
Administration has one broad objective in carrying out its 
responsibilities to our farm people. That is to do everything 
in our power to develop and maintain 4 sound, prosperous, 
expanding, and free agriculture. We believe that only in this 
way can farm life be the profitable and satisfying experience 
we all want it to be. 

We believe there are many ways in which government can 
render assistance to agriculture, and be a real servant of 
farmers. And we believe this is government's proper role. 

We believe that to whatever degree agricultural programs 
force government to control farmers, there is a corresponding 
risk that government will become master instead of servant. 
We do not believe that master is a proper role of government. 

We are dedicated to reversing any such trend, as rapidly and 
completely as possible without causing disruption to agricul- 
ture in the process. We are equally dedicated to avoiding any 
new programs that do not lead as rapidly as possible to restor- 
ing and maintaining farmers’ own rights to operate their own 
farms. 

We have always before us such contrasts as the inspiring 
example of your poultry industry vs. the sad plight of the 
so-called basic crops. 

You are free, expanding and progressive. You have ex- 
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panded egg production 22 per cent and poultry meat 52 per 
cent in a decade—and have increased your markets propor- 
t'onately. 

They have had rigid price supports—and have become sur- 
plus-depressed and production-controlled. Their problems have 
gotten worse, not better. 

Your future may be interpreted anywhere in the range from 
encouraging to inspiring. Until their production and markets 
can be brought back into balance, their outlook is discouraging 
and bleak. 

Ladies and gentlemen, the transition from war to peace is 
never easy for agriculture. War always brings insatiable de- 
mands and rising prices. It is easier to gear up to greater 
production than it is to readjust to the changing demands of 
peacetime. But surely no one wants war as a solution to any 
difficulties that readjustment may bring. Our great blessing 
is that we have peace—a peace achieved and maintained under 
the leadership of our great President. 

We are fortunate in this transition to peacetime conditions 
that we have had a national economy continuing to operate 
at a high level. Our problems of agricultural adjustment 
would be far more complex if this were not true. 

Farmers have been caught in a cost-price squeeze, the 
seriousness of which I would certainly not minimize. Yet 
never before in history has the transition from war to peace 
been made as smoothly or with as little distress to farmers. 
If it were not for surpluses, the average of farm prices would 
now stand above 90 per cent of parity. 

The percentage of farms owned by the familes who operate 
them is at a recerd high level—and the number of farm 
foreclosures is near an all-time low. This is in sharp contrast 
with the years shortly after World War L 

But surely it does not mean that this Administration is 
satisfied with farm conditions as they are. In keeping with 
our responsibility to farmers, a whole battery of programs— 
some old and some new—is being operated to protect and im- 
prove the economic position of farm families. These include: 

Credit—on a liberalized basis. 

Conservation—for which funds have been increased. 

Price supports—into which the essential principle of 
flexibility is being re-established. 

Assistance for perishable farm products—to relieve market 
gluts where such assistance will be constructive. 

The Rural Development Program—for opening the doors 
of greater opportunity to low-income farmers. 

The Soil Bank. 

Drought relief. 

Expanded research on production and marketing problems, 
and Technical assistance through the Extension Service. 

Many of these programs are reaching to new horizons, to be 
of fuller service to farm families, to help achieve more efficient 
production and marketing—and, I pray always, to help keep 
farmers free as well as prosperous. 

I am proud of the opportunity I have had to serve the 
interests of farmers in this Administration. I am proud also of 
my many associates in the Department of Agriculture. They, 
too, have worked devotedly in your interests. I am glad to 
have the record of our stewardship thoroughly discussed in 
the election campaign. 

The positive, constructive programs advocated by this 
Administration are designed to retain to farmers their full 
heritage of freedom, and to contribute to a sound and expand- 
ing farm prosperity. They are programs founded neither on the 
quicksand of war nor the entanglements of bureaucracy. 

With God's help we will carry out our role of dedicated 
servant, to help agriculture go forward. 





